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Yu Wen Named To Head CASS 


OC MOIS7A Hong Kong CHAO LIL (TIDE) 
in Chinese No JR 15 Apr 90 pp 29-31 


Article by Zhao Shanghou (649) 14240624) “Yu Wen. 
of Wang Zhen, Takes Over CASS” ] 


[Text] Li Shenzhi (2621 1957 0037), a former vice 
t of the Chinese Academy of Social Sciences 
CASS], was droped from the presidium of the National 
‘s Congress [NPC] at the third annual meeting of 
the Seventh NPC. which closed on 4 April. Other high- 
ranking cadres removed from the presidium were Zhao 
Zi Hu Qih [5170 0796 4539), and Tang Dacheng 
[0781 6671 2052). secretary of the secretariat of the 
Chinese Writers Association. all having fallen in'o dis- 
grace after the Tiananmen incident 


The academy has taken a rough beating as people settled 
accounts after the events at Tiananmen Square Three 

vice presidents—Zheng Bian (6774 1801 1017), Li 
Shenzhi. and Zhao Fusan (6392 1788 0005), the last in 
exile abroad, have been reheved of their yobs: The person 
who wields real power at CASS today is Yu Wen (6735 
2429). a of Wang Zhen [3769 7201] and Deng 
Liqun (6772 0500 $028). who was recently transferred to 
the academy. He quit his former sinecure—vice charr- 
manship of the nationalities committee under the NPC 
Standing Committec—at the NPC's latest annual 
meeting 


Yo Wen Had Strong Ties To Wang Zhen in Xinjiang 


The president of CASS is still Hu Sheng [5170 4939), 
vice chairman of the CPPCC [Chinese People’s Political 
Consultative Conference]. and formerly secretary gen- 
eral of the Propaganda Department, CPC Central Com- 
mittee, deputy director of the Political Research Center, 
CPC Central Committee, deputy editor in chief of 
HONGQI [RED FLAG). and director of the Party 
History Research Center, CPC Central Committee. 


Yu Wen was recently transferred to CASS to replace 
Zheng Bijian (58), a former political secretary of Hu 
Yaobang, as vice president. He also heads the leading 
party group at the academy 


At 72, Yu Wen is the same age as Hu Sheng. The vice 
presidency of CASS is equivalent to a vice ministership 
in the State Council, with a retirement age of 65. Yu Wen 
was appointed vice president of CASS and secretary of 
the leading party group despite his age because he is a 
hardline cadre, particularly because he is an old protege 
of Wang Zhen and Deng Ligun. After the “Beijing 
massacre” of 4 June. hardline forces reasserted them- 
selves, and Hu Qiaomu, Deng Liqun, and Xu Liqun 
(6079 4539 5028] are again active in the “theoretical 
circles.” 


From 1950 to 1954 Wang Zhen was secretary of the CPC 
Xinjiang branch bureau as well as commander and 
political commuissar of the Xinjiang Military Region 
Deng Liqun was Wang Zhen's rghi-hand man and 
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served successively as secretary and propaganda «hel of 
the CPC Xinjiang branch bureau. As for Yu Wen, he was 
Deng Liqun's trusted subordinate and held a string of 
positions, including director of XINJ'ANG RIBAO. vice 
chairman of the cultural and educational committee of 
Xinjiang Province. and deputy director of the Propa- 
ganda Department of the Xinjiang branch bureau 


During his four years in Xinpang. Yu Wen established a 
= relationship with Deng Liqun and Wang Zhen 

ter all three were transferred back to Beying and for 
years none was subordinate to the others at work In the 
early 1980's, however. they were colleagues again and in 
fact became very close as their ideas hardened 


Yo Wen Served as Deputy Director | ader Deng Liqun 


Between 1982 and 1985. Wang Zhen sat on the CPC 
Politburo and served concurrently as president of the 
Central Party School Deng Liqun was secretary of the 
CPC Central Committee secretariat and director of the 
Propaganda Depariment§ Together with Hu Quaomu 
[$170 0829 2606), a Politburo member. they controlied 


the party's “ideology.” propaganda. and the training of 
semor cadres 


Yu Wen was then deputy director of the CPC Central 
Committee Propaganda Department under Deng Liqun 
and second only to him in the department He helped 
Deng Liqun launch the first “anti-bourgeors liberaliza- 
tion” and “anti-spiritual pollution” campaigns 


In July 1985, Zhu Houze [2612 0624 3419), secretary of 
the Guizhou CPC Commitice and a leader of the reform 
group, was promoted by Hu Yaobang to replace Deng 
Liqun as director of the central Propaganda Department 

As Deng Liqun fell from power, so did Yu Wen. He left 
the Propaganda Department and became vice chairman 
of the external propaganda group under the CPC Central 
Committee, a position with no real power. (The group 
leader was Zhu Muzhi [2612 4476 0037).) Later he 
became vice chairman of the nationalities committee 
and a member of the Standing Committee of the NPC 


After the “Beijing massacre” of 4 June. Yu Wen staged a 
comeback. Recently he assumed control of CASS and 
was put in charge of political “purges” there 


Zheng Bijian, Li Shenzhi, and Zhao Fusan Already 
Suspended 


Because of its cadres’ and researchers’ deep involvement 
in the democracy movement of 1989, CASS became a 
target of purges after the “Beiying massacre” of 4 June 
Many people have been investigated suspended. or 
imprisoned. Bao Zunxin [0545 6690 0207) and Zhang 
Xianyang [1728 7359 2254] are still being detained 


The academy used to have seven vice presidents: Zheng 
Bijian, Liv Guoguang (049) 0948 0342), Li Shenzhi. 
Zhao Fusan, Qian Zhongshu [6929 6988 2579), Ru Xin 
[3067 0207], and Ding Weizhi (0002 0251 0037). Today 
Liu Guoguang, who is in charge of economic research, is 
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still in power, but given his past role as economic adviser 
to Hu Y and Zhao Ziyang. he would have a hard 
time winning the trust of Jiang Zemin and Li Peng Qian 
u, who heads artistic and literary research. is the 
only non-CPC member he lent his support to 
the democracy movement, he has not been openty criti- 
cived by the CPC because he is a mere token at CASS 
and 1s already 80 years old However. 11 1s rumored that 
plans are being made to retire him. It is still unclear 
whether Ding Weizhi, who is in charge of social issues 
research. will be able to stay on as vice president 


Zheng Bijan. one of the vice presidents relieved of their 
positions, was in charge of Marxism-Leninism and pollt- 
ical studies and party committee work. He served as Hu 
Yaobang’s political secretary while the latter was general 
secretary of the CPC. Today he is still under investiga- 
tion Li Shenzhi. who oversees Taiwan and international 
studies. has also been prohibited from leaving the 
country while being investigated Zhao Fusan, who 
headed religious studies and was in charge of interna- 
tional exchange. openly condemned the massacre policy 
of Deng Xiaoping, Yang Shangkun, and Li Peng. and is 
now in exile in Western Europe. 


Only Ru Xin, who is in charge of philosophy research. 
still enyoys the favor of the current group of power 
holders. After 4 June, he took part in criticism meetings 
convened by the powers that be and has been quite 
enthusiastic about purging those involved in the distur- 
bances. Xing Bisi (6717 6321 1835), who served as 
director of the Philosophy Institute under Ru Xin, has 
been promoted to be vice president of the Central Party 
School to oversee the theoretical education of high- 
ranking cadres. Both of them were originally members of 
the reform group critical of alienation under socialism 
but were bribed by Hu Qiaomu and Deng Liqun during 
the anti-spiritual pollution campaign into defending the 
“patriarchal” system. 


Yu Wen Oversees Political Purges at CASS 


Currently Yu Wen is in charge of political purges at 
CASS, with Hu Qiaomu, the academy's honorary presi- 
dent, and Deng Liqun, a former vice president, as 

manipulators. Also involved in the purges ts 
Xu Weicheng [1776 1919 6134], recently promoted to 
deputy director of the Central Propaganda Department. 
This guy used to be a hatchet man for Wu De [0702 
1795], Xie Jingyi (6200 7234 1355}, and Chi Qun [6688 
$028] in Beijing and held up the mode! of pupils chiding 
their teacher as exemplified by “Huang Shui.” He was 
once in the favor of Jiang Qing [3068 7230] and Zhang 
Chungiao [1728 2504 2890). (He previously served as 
deputy editor in chief of JIEFANG RIBAO under Zhang 
Chunqiao.) 


Biographical sketch of Yu Wen: Born in Mancheng. 
Hebei, in 1918. Graduated from the Chinese People’s 
Anti-Japanese Military and Political College in Yanan 
and the Central Party School. Joined the party, 1937. 
Experience from 1939 to 1949: director, news gathering 
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department, XINZHONG HUABAO. Yanan. director, 
XINHUA SHE, Shana: branch, director, news gathering 
department, JINSU! RIBAO, director, JINAN RIBAO, 
deputy director. t, Xian CPC 
Committee. From 1949 to 1954: director, XINJIANG 
RIBAO, vice chairman, cultural and educational com- 
mittee, Xiny Province, deputy director, 
Department. Xinjiang branch bureau. From 1955 
to 1966 director, cadre bureau, Chinese Academy of 
Sciences (CAS), deputy secretary general, CAS, director, 
political department, CAS. secretary, Chinese Science 
and Technology University CPC Committee. From 1982 
to 1990: deputy director. Department, CPC 
Central Committee, vice chairman, External Propa- 
_ Group, CPC Central Committee, vice chairman, 

ationalities Committee, NPC. vice president and party 
secretary, CASS. 


Biographical sketches of former CASS leaders: Hu 
Sheng. 72. Native of Suzhou, Jiangsu. Graduated from 
Being University, Since 1949: secretary, Press and 
Publication Administration, secretary general, Central 
Propaganda Department. deputy director, Political 
Research Center, CPC Central Committee, deputy 
editor in chief, HONGQI. director, Party History 
’ search Center, CPC Central Committee. president 
CASS, vice chairman, CPPCC. 


Zheng Bijan, $8. Native of Fushun, Sichuan. Graduate 
student at the Department of Political Economy, Chi- 
nese People’s University. Since 1949: director. science 
office, Central Propaganda Department, deputy 
director, theoretical group, Mao Zedong writings edito- 
rial committee, researcher, research office of the Secre- 
tariat, CPC Central Committee, secretary to the secre- 
tary general and deputy director, International Studies 
Institute, vice president, CASS; director, Marxism- 
Leninism Institute. 


Liu Guoguang, 67. Native of Nanjing, Jiangsu. Gradu- 
ated from Department of Economics, Xinan University: 
r .aster’s degree, Moscow College of Economics. Since 
1949: office chief and director, Economics Institute: 
deputy director, State Statistics Bureau. vice president, 
CASS, alternate member, | 3th CPC Central Committee. 


Zhao * usan, 64. Native of Baoshan, Jiangsu. Graduated 
from St. John's University, Shanghai. Since 1949: regis- 
trar, Yanjing Xiehuo Seminary, minister, Chinese 
Anglican Church, researcher and deputy director, World 
Religion Institute, deputy secretary general and vice 
president, CASS. member, Standing Committee, Sev- 
enth NPC. 


Li Shenzhi, 67. Native of Wuxi, Jiangsu. Graduated 
from Department of Economics, Yanjing University. 
Since 1949: chief and deputy director, international 
division, XINHUA SHE; derector, American Studies 
Institute, CASS; vice pressdem, CASS, member, Pre- 
sidium of the Seventh NPC 
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Qian Zhongshu, 80. Native of Wuxi, Jiangsu. Graduated 
from Foreign Languages riment, Qinghua Univer- 
sity, master's in English, Ox University. Since 1949: 
professor, Beijing University, researcher in literature, 
vice president, CASS; member, CPPCC. 

Ru Xin, 59. Native of Wujiang, Jiangsu. Graduated from 


Department of Philosophy, St. John's University, grad- 
uate student, Philosophy Institute. Since 1949: assistant 
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re archer, associate researcher, researcher, deputy 
director, Philosophy Institute, vice president, CASS. 


Ding Weizhi, 59. Native of Weifang, Shandong. Grad- 
uate student, Marxism-Leninism Institute. Since 1949. 
deputy editor in chief, LISHU YANJIU, deputy editor 
in chief and editor in chief, CASS Press, deputy secretary 
general and vice president, CASS. 
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NATIONAL AFFAIRS, POLICY 


Internal, External Problems of Enterprise Groups 
Analyzed 


YOCE0020A Beijing JINGIT YU GUANLI YANHIU 
/RESEARCH ON ECONOMICS AND MANAGEMENT] 
in Chinese No 1, 8 Feb 90 pp 41- 42, 35 


[By Yu Y ,. @ (0060 2814 1730), Liang Hongyun 
(2733 476) ‘Ov 1), and Han Fang (7281 5364)) 


[Text] The emergence of enterprise groups in China is an 
objective requirement for the development of a com- 
modity economy and an inevitable tendency of large- 
scale socialized production. Their emergence has dem- 
onstrated a strong influence in China on the creation of 
integrated productive forces. on the formation of an 
overall superiority, on adjusting and building the eco- 
nomic structure. on the formation of an economy of 
scale, on promoting technical progress in enterprises, 
anc on strengthening China's entry into international 
markets. However, their development in China has been 
a rough and bumpy road. They are now again in the 
predicament of fighting a war on two fronts, domesti- 
cally and abroad, and facing one contradiction after 
another. This article is an attempt to honestly confront 
the various contradictions that the groups are facing, to 
study and pursue the best countermeasures that can be 
realistically taken, and to explore future developmental 
trends for groups in order to make the greatest contribu- 
tion we can to the development of China's enterprise 


groups. 


Groupe, Explorion of aking the 
a 
Transition from Direct State Control to Indirect State 


China's enterprise groups have received the support of 
the state from the day they were born. Enterprise groups 
that were developed during the commodity economy 
were granted all manner of support. Nevertheless, there 
are still some contradictions that exist between enter- 
prise groups that have de veloped up to now and the 
state. The study and resolution of these contradictions 
represent a subject of chief importance in promoting the 
development enterprise groups. 


|. Breaking thiough the old “three no changes pattern 
creates an ideal new system of organization for the 


development of groups. 


A number of facts prove that, in developing enterprise 
groups, the old system of enterprise organization where 
there is no change in ownership, no change in subordi- 
nate relationships, and no change in the channels for 
turning over finances to higher authorities is still the 
main obstacle to developing enterprise groups and is 
seriously fettering their start-up and development. 


Analysis shows that the first difficulty in breaking 
through the | 


“three no changes” is “property.” The 
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regions or the departments in charge of the enterprises 
worry that, if subordinate relationships are changed, 
they will lose their property ownership rights and, if they 
lose their property ownership rights, they will lose their 
right to control the enterprises. In other words, if they 
lose their froperty. they will lose their authority. The 
second difficulty is “benefits.” The regions and depart- 
ments in charge of enterprises fear that changing the 
channels for turning over profits to higher authorities 
v ill affect financial benefits to localities. After units 
become responsible for their own finances, the attitude 
of various regional governments toward organization 
and development of transregional enterprise groups will 
be especially affected. The third difficulty is “reputa- 
tion.” If a local enterprise joins an enterprise group, 
especially if it becomes a member with close ties, the 
statistics on the output value and profit for that locality 
will inevitably be reduced and thus affect the assessment 
of the locality’s achievements. 


It 1s now extremely urgent for the further development of 
enterprise groups to break through the “three no 
changes.” The fundamental way to make a thorough 
breakthrough 1s by reform. From a long-term point of 
view, we think that the old system of organization has to 
be broken up. State control of enterprise groups must 
make a gradual transition from direct control to indirect 
control. Given the difficulty of reforming the system of 
organization, the slowness in developing enterprise 
groups, and the urgent need to do so, we feel that, 
whether we can break through the pattern of the “three 
no changes” depends on two steps. The first step is the 
trial implementation of handing over finances to higher 
authorities by enterprise groups acting in unison in order 
to break down the local barriers between higher and 
lower levels and between different departments within 
the provinces without harming the benefits of the prov 

inces. The secoid step is to gradually implement this 
nationwide along with intensification of reform and 
strengthening the system. 


2. Strengthening policy coordination creates an excellen' 
external environment for develos ing enterprise groups. 


Enterprise groups combine the authority that the state 
has delegated to a lower level and the expanded authority 
of the enterprises. They are where macroeconomic con- 
trol and microeconomic invigoration intersect. Ordi- 
narily representing the bettcr characteristics and quali- 
ties of Chinese enterprises, they are the hope of China's 
enterprises and ought to be beneficiary to most prefer- 
ential policies. However, at present in China, the policy 
jurisdiction of a large number of enterprise groups is far 
more limited than their member units. The independent 
decision- making authority of the groups is restricted. If 
the competence of the groups to examine and approve 
investments is restricted, they cannot make unified 
plans, and since the unified remaking of loan amounts is 
divided according to locality, the groups cannot control 
loans and their repayment according to plan. Since they 
cannot hand over their finances to higher authority in 
unison, the same tax payment problems continue to 
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exist. There 1s also another problem. The various policies 
that the state grant to the groups are, when they reach the 
local level, obstructed by local policies (for example, the 
various protectionist policies) These problems both 
affect the integrated development of enterprise groups 
and restrict the development of member enterprises. 


We think that the state should, on the one hand, expand 
the decision-making authority of the enterprise groups. 
To better bring into play the integrated function of the 
groups. qualified enterprise groups should possess even 
greater decision-making authority than all the expanded 
authority the state has stipulated for individual enter- 
prises. On the ot. or hand, perfecting the policies for the 
enterprise groups would enable the groups and the 
member enterprises to share, in greater and lesser 
amounts, the authority of the same policy. The jurisdic- 
tion of the enterprises should be less than that of the 
enterprise groups. For example, the enterprise group 
should have the dominant jurisdiction in examining and 
approving investments. We also have to establish laws 
and regulations concerning enterprise groups to provide 
them with legal guarantees. 


3. V'e must strengthen the state's macroeconomic con- 
trol and scientifically delineate the functions of the state 
and the enterprise. 


Along with intensifying reform of the economic system, 
people are now exploring the relationship of state func- 
tions with enterprise functions and coming up with a 
great many new ideas. Generally speaking, everyone 
recognizes that “dual-level” macroeconomic control of 
the central government and localities came about 
because China implemented the system of “financial 
responsibility at the various levels.’ Under this system, 
the central government and the localities both exercise 
various types of administrative interference with enter- 
prise groups, seriously affecting the normal development 
of the groups and binding them hand and foot. 


To counter this reality, we think we should make our 
point of departure the intensification of reform of the 
system of organizau.cn make clear the responsibilities of 
the various levels of government, establish jurisdictional 
boundaries, promote standardized government conduct, 
and eliminate excessive adm. nistrative interference in 
order to bring into full piay the subjective initiative of 
enterprise groups predicated on their operating legally 
and paying their taxes accor’ _ to regulation. 


Correctly Handle the Contradictions Between the 
Enterprise Groups SS Sree Tw 
Making the Transition +L — as Single 
Factory to Managing Companies 


China's enterprise groups are a new type of multilevel 
enterprise structure made up from many enterprises that 
have undergone realignment, readjustment, and trans- 
formation. They not only represent an expansion in size 
but improved quality as well. If we are to do a good job 
of managing enterprise groups, we must have excellent 
external conditions as well as a methodology for internal 
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management. However, because many enterprise man- 
agers lack experience in managing groups and frequently 
adopt factory management methods for a group, many 
problems occur in internal management. These problems 
urgently await our exploration. 


|. Perfecting the structural set-up, strengthening the 
cohesiveness of the groups. 


The structural set-up of China's enterprise groups and 
their formation are closely connected. There are now 
more or less two types of structures: the enterprise group 
whose nucleus is a large-scale key enterprise and whose 
structural set-up is often patterned after that of the main 
unit's and is is effect “one set of personnel, two sign- 
boards”. and the enterprise group whose nucleus ts made 
up of many key enterprises and whose structural set-up ts 
pluralistic and complex. The former often are groups 
that use traditional factory-management methods. The 
enterprise leadership holds dual positions concurrcatly, 
their division of responsibility ts not clear, their efforts 
are inadequate, their efficiency is low, the group and the 
main factory as well as the main factory and its members 
are at a handicap, there is not a clear delineation of 
property, they are unequal in status, and there are 
concealed internal contradictions. The latter, although 
having overcome the above-mentioned shortcomings. 
has basically loose ties with its members, its structure ts 
only a “castle in the air”, and it lacks effective manage- 
rial authority and restraining authority in dealing with 
member enterprises. .( awaits further perfection. 


2. Doing a good job of correctly handling the relationship 
between centialized authority and decentralized 
authority among the groups. 


Enterprise groups are made up from many enterprises 
and institutions which have status as legal cntities. 
Doing a good job of handling the relationship »vetween 
the centralized authority of group headquarters and 
decentralized authority of the member units is crucial to 
consistently maintaining group cohes'eness in coordi- 
nating between higher and lower levels and in developing 
enterprise groups. However, because in reality the degree 
of centralized authority and the degree of decentralized 
authority are inappropriate, the contradiction in the 
relationship between the headquarters and the member 
enterprises cannot be handled properly. Some put too 
much emphasis on centralized authority, causing the 
independent management of the member enterprises to 
be subjected to control, weakening their enthusiasm, 
reducing their competitive consciousness, and increasing 
their dependence on the group. Other groups put too 
much emphasis on decentralized authority, with each 
enterprise going its own way. The group lacks unified 
planning and a unified operating ideology. Its internal 
operations mechanisms are in disarray, and its manage- 
ment office acts blindly. It can be seen that, when the 
relationship between centralized authority and decen- 
tralized authority is poorly handled, it seriously affects 
the progress of enterprise development aid that it ts 
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absolutely necessary to maintain an optimum degree of 
balance between centralized authority and decentralized 
authority. 


We think that the system of multiple legal entities within 
the groups should be gradually eliminated. Only one 
legal entity representation should be retained in a group. 
and the legal entity status of each member «nit should be 
eliminated to genuinely effect integrated as: -ts manage- 
ment and tax payments to higher authorities in unison. 
They should implement the six unifications of personnel, 
finances, materials, supply, products, and sales. Predi- 
cated on this, the groups are responsible for strategic 
objectives, the formulation of principles, and the use of 
funds and the control of their flow. They are responsible 
for the unified formulation of short-term and long-term 
group plans, for clearly defining the responsibilities, 
authorities, and benefits of member enterprises, and on 
this basis, for bringing into full play the enthusiasm of 
member enterprises, and for the creation of a rational 
industrial structure in accordance with the plans and 
requirements of the group set-up to thereby bring into 
play its integrated function. 


3. Using economic means to manage the economy and to 
supplant the use of administrative means to manage the 
economy. 


Enterprise groups are economic organizations that have 
emerged which suit the developmental needs of a com- 
modity economy. As such, they should adopt managerial 
methods appropriate to a commodity economy. How- 
ever, a number of enterprise groups still continue to use 
administrative methods in managing their groups. 
causing various abnormal problems and phenomena. 
Some groups of the single main unit pattern gratuitously 
utilize the fixed assets and loans from factories which 
have broken up and which were subsidiary to the main 
factory member, thus raising a contradiction of eco- 
nomic benefits between the group and its members. 
Other enterprise members of the service type, which lack 
an awareness of market exploitation, rely completely on 
services to the main factory and make money off the 
main factory, passing their time in a cozy nest of 
comfort. 


The main reason these problems have emerged is 
because the concept of a commodity economy still has 
not genuinely penetrated the internal management of the 
enterprise groups. They are not using economic means to 
manage the economy. As a result, the member enter- 
prises become dependent and the group headquarters 
become over-burdened, thus obstructing the develop- 
ment of enterprise groups. Administrative and manage- 
rial efforts must be made to resolve these problems. 
First, the economic activities of the member units must 
be strictly regulated according to the laws of an com- 
modity economy and an exchange of equa! value imple- 
mented. Second, an independent business accounting 
must be made for all internal member units, which must 
assume sole responsibility for profit and losses; units 
which are dependent inust be pushed toward the market 
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and toward the public, and members must be trained in 
competiveness and self-sufficiency. 


Price Management During Rectification 
9OCE0077A Beijing JIAGE LILUN YU SHIJIAN 
[PRICE, THEORY AND PRACTICE] in Chinese No 2, 
20 Feb 90 pp 3-7 


[Article by Cheng Zhiping (2052 1807 1627): “Some 
Issues of Understanding Relating to Price Management 
Work During Rectification”} 


[Text] At present, the whole party and the entire popu- 
lation are studying in earnest and implementing stead- 
fastly the spirit of the Fifth Plenum of the 13th CPC 
Central Committee and carrying out the “Decision of the 
CPC Central Committee on Further Improving the Eco- 
nomic Environment, Rectifying the Economic Order, 
and Furthering Reform,” determined to score a victory 
in these areas by working vigorously with one heart and 
one mind. It was emphasized ai that meeting that any 
policy or measure must help stabilize the overall situa- 
tion and restore social order. We must consider the 
broad picture in making any move, putting it before 
everything else. Special interests should yield to the 
general interest, immediate interests to the long-term 
interest. We should tighten our belts, share the difficul- 
ties of the state, and work hard to achieve the goals of 
improving the economic environment and rectifying the 
economic order. 


Surveying the international and domestic situations, we 
believe political stability is indispensable to the long- 
term tranquillity of the nation and the consolidation and 
development of socialism. Political stability, in turn, is 
based on economic stability. The Marxist doctrine that 
the economy ts the base, with polit cs its concentrated 
expression, has been totally vindicated by historical 
practice. Lowering the rate of price increases and 
ensuring basic price stability is an important prerequisite 
for stabilizing the political situation and maintaining 
steady economic development as well as a major sign of 
progress of economic rectification. In the course of 
improving the economic environment and rectifying the 
economic order, the entire party must unify under- 
standing and thought and strive together to bring down 
the level of prices, which has soared in recent years. This 
is the number one objective of the drive to improve the 
economic environment and rectify the economic order. 
Below is a number of personal opinions on price man- 
agement work during economic rectification. 


1. Properly Integrate the control of commodity prices 
with the adjustment of the price structure. 


Premier Li Peng said recently that “gradually reducing 
inflation and the rate of commodity price increases is a 
basic mission of economic rectification.”’ Accordine'y, 
price reform must take place systematically and selec- 
tively under good leadership amid strict control. Strictly 
controlling the rate of price increases is a critical political 
and economic issue since it can reassure the public, 
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develop the economy, and stabihze the political situa- 
tion. In the period of economic rectiication, in partic- 
ular, we must not slacken our effort at all. Of course, 
even as we control prices, we must adjust the price 
structure continuously. If economic rectification 1s not 
accompanied by an effort to resolve the most glaring 
price irrationalities gradually, not only will it affect the 
production and effective supply of key commodities, 
thus depriving the current drive to control commodity 
prices and cure inflation of the necessary material base, 
but it will also bequeath to the post-economic rectifica- 
tion period an oversized task of adjusting the price 
structure. From the broader perspective of economic 
rectification. resolving the gross irrationalities in the 
price structure is also essential to achieving an overall 
balance in the economy and adjusting the economic 
structure. Price reform has no choice but go down the 
road of properly integrating the control of commodity 
prices with the adjustment of the price structure. Facts 
will put to rest the sheer nonsense in foreign news media 
t at reform has come to a standstill in China. 


Some people propose bringing down the price level 
drastically. This is unrealistic. For one thing, the neces- 
sary Macroeconomic conditions are not in place. More- 
over, it will certainly retard production development 
extensively and work against the achievement of an 
overall economic balance, which, in turn, will make it 
that much harder to curb inflation and push the nation's 
economy into stagflation. The rate of price increases 
cannot be lowered significantly in one fell sweep. To 
insist on doing so is bound to be counterproductive. 
“More haste, less speed.” 


In contrast, others say that we need not take the control 
of the rate of price increases seriously, that the rate can 
remain “elevated.” and that price structural adjustment 
should stay one step ahead of economic structural adjust- 
ment. This is an awfully misguided view. To do so will be 
disastrous for our effort to stabilize the market, the 
financial system, and public confidence. This course of 
action is fraught with risk and has nothing to recom- 
mend itself, 


Tightening macroeconomic control and achieving a 
basic balance in the macroeconomy ts critical to success- 
fully limiting price increases and gradually lowering the 
magnitude of such increases. At the same time, we must 
do well in agriculture and increase agriculiural inputs to 
ensure the supply of the masses’ basic daily necessities 
and maintain basic price stability. Furthermore, price 
control and regulation and price inspection and supervi- 
sion should be carried out properly so that prices are 
slowly straightened out and wanton price increases and 
the indiscriminate collection of fees are brought to an 
end. 


2. Properly integrate the rectification of the price system 
with the intensification of price reform. 


Adhering to the Four Cardinal Principles is the founda- 
tion of the state while reform and the open policy is the 
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road toward national strengthening. Accordingly we 
must firmly stay the course. Besides sticking to the 
principle of combining economic planning with the 
market economy, adjusting the prices of a number of key 
commodities. and deregulating those of others, we must 
rectify the price system, eliminate pricing chaos in some 
areas, and establish a new socialist commodity price 
system. Rectifying the price system is an important part 
of price reform and must be given top priority. Some 
people say, “We are not atraid of price adjustment, only 
pricing chaos,” which fully shows the urgency of recti- 
fying the price system 


Some of the most glaring cxaamples of the chaos in the 
present price system. Flaunting laws and regulations, 
some localities and departments jack up prices without 
authorization and expand the scale of capital construc- 
tion by raising funds through price increases. Others put 
money before everything else. policy means nothing to 
them. They inflate prices and charge fees indiscrimi- 
nately. Some enterprises take advantage of the immbal- 
ance between supply and demand to raise prices and 
engage in speculation, making huge profits in the pro- 
cess. Because of these practices, circulation has become a 
refuge for evil people and evil practices. A single com- 
modity may have two prices, local wholesale price and 
nonlocal wholesale price. Because of the practice of 
charging a different price in another place, “commodi- 
ties become tourists and prices snowball.’ Not only has 
this disrupted the price system. but it has resulted in 
enormous social waste. 


The adjustment of the prices of basic goods and fees on 
infrastructural facilities must go hand in hand with the 
rectification of the price system. If we merely adjust 
prices without “tackling the chaos,” not only will we be 
unable to achieve the goal of controlling the level of 
prices, but we will also fail in adjusting the price struc- 
ture “The thread cannot be cut and remains entangled 
even though you try to sort it out.” “Sorting out silk 
threads improperly only entangles them further.” 


Combine the rectification of the price system with the 
intensification of price reform. The first step is to rectify 
the companies and clean up wholesale concerns. Not 
everybody should have a hand in the wholesale of key 
commodities impacting the nation’s economy and the 
people's livelihood. Wholesale enterprises should not be 
casually allowed to open for business. The price differ- 
ential system relating to key commodities in the circula- 
tion area should be defined. Restraints should be 
imposed to prevent wilful price increases. Regulations 
should be made to define what proper circulation is. 
Reselling for a profit in the same place should be banned, 
as should increasing prices level upon level to reap 
enormous profits. The second step is to crack down on 
the practice of increasing prices and collecting fees and 
charges arbitrarily, Some administrative departments 
charge all sori. of fees using assorted pretexts such as 
“generating incomes,’ “one industry nurturing 
another,” and “dividing departmental functions.” Such 
practices should be strictly prohibited. Units that 
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increase prices and raise funds to finance projects out- 
side the plan and boost their employees’ welfare funds 
must clean up their act in earnest. Some fees have been 
deregulated. In these cases, the schedule of fees must be 
fixed by the trade involved through negotiation with a 
different fee for each class. They must not be allowed to 
impose charges irresponsibly, to the detriment of the 
masses. The third stage is to gradually scale back the 
dual-track pricing system for capital goods. In recent 
years, the scope of the capital goods dual-track pricing 
system, the share of prices outside the plan, and the gap 
between prices inside the plan and those outside have all 
been expanding, with increasingly dire consequences for 
the national economy and social climate. As part of the 
rectification of the price system, the capital goods dual- 
track pricing system, especially the dual-track system for 
leading commodities, should be gradually pared down. 
However, we should realize that the existence of the 
capital goods duai-track pricing system is closely related 
to the planning management system and enterprise man- 
agement system and is pivotal to the development of 
township and town enterprises. It has become the “‘lubri- 
cant’ of economic operations in real life and an impor- 
tant basis for the distribution of interests. For this 
reason, we must examine each commodity carefully, 
taking a case-by-case approach. Play. should be worked 
out and implemented gradually. Aiver a few years, we 
should have narrowed its scope or phased it out alto- 
gether, firmly and properly reducing the price differen- 
tials. 


3. Properly integrate price reform with economic struc- 
tural reform as a whole. 


In the course of improving the economic envirc nment 
and rectifying the economic order, we must press ahead 
with price reform. But the intensification of price reform 
cannot and should not be a “one man show.” Nor should 
it lag behind, of course. The correct approach is coordi- 
nated reform, accompanied by the right fiscal, tax, 
banking, foreign exchange, and income distribution pol- 
icies. The control of the macroeconomy and the reform 
of the economic system provide price reform with a 
favorable economic environment. The rectification of 
prices itself is also an important means to improve the 
economic environment. During the period of improving 
the economic environment and rectifying the economic 
order, all sectors including finance and banking have 
their own difficulties. There must be overall planning 
and mutual support between the different sectors. The 
price departments too should adopt an overall viewpoint 
and take into consideration the need to adjust the 
industrial structure. Price measures must promoie the 
production of goods in short supply. Banking conditions 
must be taken into account. Price measures must speed 
up the withdrawal of currency from circulation and 
contribute to financial stability The budgetary situation 
too must be considered. Pri » measures should help 


reduce or eliminate the budget deficit over time, thereby 
balancing revenues with expenditures. Needless to say, 
such measures must abide by the law of value and the 
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price policy. The idea 1s not simoly to increase revenues 
for the government, but to broaden its revenue sources 
by encouraging economic development and promoting 
profitability. In addition, price measures must be inte- 
= with enterprise reform and contribute to per- 
ing the enterprise contract management responsi- 
bility system, raising productivity, and helping 
enterprises cope with wage . 1d price reforms. 


4. Properly integrate the current drive to improve the 
economic environment and rectify the economic order 


with long-term planning. 


As we straighten out prices, we must look ahead and 
behind and plan comprehensively, taking all factors into 
consideration. Price management ork for the current 
year must be combined with five and ten ycar planning. 
particularly the goals of the period of economic rectifi- 
cation for the next three years and beyond. Whether it 1s 
the control of the overall price level or the structural 
adjustment of the prices of key commodities, they must 
be planned and decided in accordance with long- and 
medium-term plans so that they will be in line with the 
objectives in the plan year after year. This will make our 
work more scientific and predictable and is the only way 
to evaluate results on a yearly basis and “tote up the 
achievements at regular intervals,” increasing our confi- 
dence to forge ahead. 


Some people nowadays suggest making price rectifica- 
tion our vanguard. Use the present opportunity, they 
argue, to solve all kinds of price problems in one bold 
stroke. “Accomplish the whole task in one stroke.” This 
idea sounds appealing. In reality, though, when price 
changes are excessive, they will prove unbearable to all 
quarters politically and economically. While we musi 
realize that the rectification of prices is inevitable, its 
implementation is extremely complex and difficult. “Be 
bold but cautious.” This is the correct attitude we should 
take. On the one hand, we must push ahead firmly and 
not be afraid. On the other hand, we should assess the 
situation, further the favorable conditions, remove the 
obstacles, plan meticulously, and make steady advances. 
In the real economic world, there is an array of complex 
and ever-changing factors. Things are highly predictable. 
For these reasons, we must stick to the direction of 
improving the economic environment and rectifying the 
economic order unwaveringly. Our procedures must be 
forceful but steady. We must “cross the river by hanging 
onto the rocks, one step at a time.” Under no circum- 
stances are we to rush headlong into action, expect 
instant success, or move rashly with no regard for 
consequences. After we have draw up a long-term plan, 
we must be ready to make the necessary suitable adjust- 
ments. Only by adhering to the dialectical materialistic 
position and “‘seeking-truth-from-facts” attitude can we 
“scale new heights and see for a thousand li,” certain of 
success. 


5. Properly integrate the necessary price management 
with sound price legislation. 
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Appropriate price control is inc) -onsable even as we 
continue to adjust and deregulay — ~* in the course of 
improving the economic environm: «uc rectifying the 
economic order. Adjustment and deregulation, on the 
one hand, and control, on the other, are dialectically 
united to begin with. It 1s wrong to control to death what 
should not be controlled, just as it 1s wrong to let prices 
float freely and fail to intervene where control is justi- 
fied. Be that as it may, price contro! must go hand in 
hand with the improvement of the price legal system so 
that we will be able to deregulate without causing chaos 
and control in accordance with the law, thereby putting 
whatever price management that 1s necessary on a legal 
footing. 


The State Council promulgated the “Price Control Reg- 
ulations of the People’s Republic of China” in Sep- 
tember 1987, a big boost to the development of a 
socialist planned commodity economy. But the “regula- 
tions” do not incorporate the changes in circumstances 
in recent years. Here and there the “regulations” need to 
be further amplified and made more specific. To fill the 
gaps. therefore. we need to draw up a number of separate 
price regulations and market regulations. With the “reg- 
ulations” as a framework, moreover, we must formulate 
a “price law” to perfect the price legal system gradually 
and further standardize all kinds of pricing behavior. 


It should be seen that price deregulation must not 
spontaneously evolve into a new price system under the 
socialist commodity economy. Only legal and institu- 
tional regulation can give rise to new price regulatory 
and control mechanisms. To improve the regulatory and 
control mechanisms for deregulated prices, for instance, 
some localities in recent years have introduced an 
“enterprise price-setting permit system." To be granted a 
permit, an enterprise must put a specia’ person in charge 
of prices, set up a price management office suited to its 
pricing function, appoint full- or part-time price per- 
sonnel, and be equipped with the necessary pricing and 
price management system. After introducing the “enter- 
prise price-setting permit system,” some localities have 
seen an improvement in the price management mecha- 
nisms within enterprises. The standardization of enter- 
prise pricing behavior has been expedited while enter- 
prises have been encouraged to operate with legal means, 
generating better economic and social results. The 
upshot is a good price system and circulation system. 
These facts prove that the establishment and improve- 
ment of the price legal system has been instrument in 
advancing price management work. 


6. Properly integrate the suitable concentration of price 
management authority with management at different 
levels. 


Reform is the self-improvement of the socialist system. 
Years of practice prove that full-fledged economic plan- 
ning is unworkable because it controls prices excessively 
and rigidly. Equally unworkable is a full-fledged market 
economy where orices are allowed to drift. We must 
combine economic planning with market regulation. 
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When it comes to the specifics of the price management 
system, the current system of having three kinds of 
prices—state-fixed prices, state guidance prices, and 
market prices—is feasible. The current practice of 
having the state set some prices to be managed at 
successive levels of government above the above is also 
necessary. 


In the long haul, price reform should continue the 
approach of combining adjustment with deregulation, 
management (economic administrative management 
and intervention where necessary.) and participation 
(the participation by the state economy in regulation to 
fulfill its role as the main player). The principle of the 
State setting prices to be managed by successive levels of 
government should be closely followed. In the penod of 
improving the economic environment and rectifying the 
economic order, however, the power to manage prices 
should not be fragmented. Large-scale deregulation 
therefore is inadvisable. According to the instruction by 
central leading comrades that “we may strengthen or 
broaden planning in the period of adjustment,” we must 
concentrate the power of price management as appro- 
priate, an important way to beef up macroeconomic 
control as well as a major guarantee that price structural 
adjustment will be expedited. that repercussions of price 
adjustment for key commodities will be limited, and that 
price reform will be intensified. It should be made clear 
that the emphasis on concentrating management power 
appropriately means essentially that the power of the 
central government should be suitabl, enhanced, that the 
State Council should examine and approve the prices of 
an expanded range of commodities for a specified period 
of time, and that ceilings should be imposed on the 
prices of some commodities natio iwide. The purpose of 
taking these steps is mainly to intensify the control of 
prices of bulk commodities and realize demands that the 
rate of price increases be reduced. 


The suitable concentration of price management power 
affects the interests of localities, sectors, and enterprises. 
As such we must begin by unifying the ideologica! 
understanding of leading cadres concerned. China is a 
unifieu nation with a unified economy. Price movements 
in one locality will inevitably influence other localities 
and even the entire nation. Changes in the price of a 
commodity will unavoidably influence other related 
commodities and perhaps the market as a whole. The 
control of planned prices must abide by the principle of 
democratic centralism. Before deciding on a plan on the 
adjustment of the prc ss of key commodities, the central 
government shouid conduct in-depth studies in conjunc- 
tion with the localities and differcnt sectors and solicit 
opinions e,ensively from all quarters, doing its best to 
draw on collective wisdom, and absorb all ideas so that 
the resultant policy is scientific and democratic. Once a 
decision is taken by the central government, the locali- 
ties, sectors, and enterprises should follow it closely. 
They should subordinate themselves to the general situ- 
ation, preserve the authority of the central government, 
operaie in accordance with the unified national plan, 
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nomic results while producing the least disturbance 
Third, we must do a good job in publicizing and 
explaining prices to the masses. Price publicity must 
combine openness with stability Whatever should be 

confidential should be kept confidential so as not to 
a market stability If something can be made known. 


the masses. In conducting publicity or making explana- 
tions, we must be truthful and candid. We must rely on 
and trust the masses, follow the mass line, and entrust 
the party's policies to the masses to win their under- 


standing and support. 
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price cadres. 
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[Article by Ning Xuepiung (1380 1331 1627), Director of 
the Materials Science Institute, Ministry of Finance 
“Several Views on Improving Economic Results] 


[Text] 1. On the Basic Concept of Economic Results 


On the concept of economic results, a fairly accepted 
formulation is that economic results mean the efiecrency 
of economic activities and the interests they obtain. “the 
relationship between cost and effectiveness.” “the rela- 
tionship between input and output.” and “the relation- 


In stressing the improvement of economic results. we 
demand that for the least possible consumption of labor 
and materials there be produced more products that 
meet the needs of society. Herein are three factors: |) 
lowering labor consumption. 2) rational use of materials. 
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living, we must devote ourselves to the 
improvement of economic results 


Ill. Several Questions That Need Attention + the 
Improvement of Fconomic Results , 


1. To improve economic results, in economic consiruc- 
tion in the present stage we must persist on the path of 
making intension-cnlarged reproduction primary. 


From the macro view, we should keep in mind the 
technological transformation and the rebuilding and 
extension of existing enterprises Only when necessary 
should we set up new enterprises. 


From a look at the indusiries, we should | ep in mind 
Merging and integrating the cxisting cnterprises. should 
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redispose and optimally combine the amount of depos 
ited assets, and should not be keen on doing something 
new 


From a look at the enterprises, we chould keep in mind 
the tapping of inner potential, and correctly integrate 
planned tech transformation with the daily 
small reforms, value projects, readjust the product 
structure, and make the optimum contrast between the 
product's function and cost 


2. We should attach importance to the creation of 
surplus product valuc 


The actual situation is ihe state-owned natural resources 
make up deficiencies. and the compensation for fixed 
asset expenditure is inadequate Some enterprises show 
false profits but have real losses. some financial depart. 
ments have a large amount of overspent and not yet 
made up loss accounts, and in some indusinal and 
commercial enterprises there 1s a huge number of stored 
commodities that are damaged. lost. changed. and 
wasted All of these things either artificially expand the 
share of surplus products or erode the surplus products. 
in addition there is a large amount of over-distributed 
natural resources, posing a hidden danger to economn 
activities. Ignoring all of this cannot be tolerated. 


3. We must pay attention to the unity between macro- 
economic results and microeconomic results, as well as 
the economic results. social results. and ecological 
results. 


We should, under the premise of promoting technolog- 
ical progress. strengthening the building of socialist 
spiritual civilization, insuring social stability. rationaly 
deploying productive forces, rationally using society's 
resources, providing good environmental protection 
and safeguarding the ecological balance. improve eco- 
nomic results, and increase the state's financial resources 
and the interests of the enterprises and their staff and 


workers 


We must correctly calculate and treat the enterprises’ 
economic results and their contributions to the state 


The kind of technical economic indices to use in order to 
judge economic results 1s a complex question awaiting 
thoroughgoing research Some enterprises and econo. 
mists. in order to explain well the enterprise's results or 
the heaviness of the burden on the enterprise and the 
greatness of it, contribution to the state. describe the 
enterprise's various kinds of tax revenue handed over to 
the state, as well as its profits and costs as economic 
results created by the enterprise's staff and workers. and 
its contribution to the state, regarding them as the 
enterprise's burden Some people even say that the state 
takes 80 to 90 percent of an enterprise's net income. Ii is 
necessary to make a specific analysis of these ideas 


I think that the proportion of net income taken by the 
state 1s too large for some enterprises having good 
economic results. There are various causes for this 
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tory of unsold manufactured goods, in | 
and in alleviating the seriousness of financial di 


[Text] Beijing, 17 May (XINHUA 
statistics released by , 
improvements were not evident in reduct 


C hina’s industrial 








trade were cautious in their and although the 
sate urged the commercial fits to act as “ree 
ervoirs,” the call was not ive. The amount of 
industrial goods purchased by departments handling 
domestic trade in April was emailer than that of March 


Fastern Hebei Ideal Site for Stee! Plant 
GO BO216A Shinachuang HEBEL RIBAO in Chincee 
1S Apr MW pp i. 3 


Article by Li W (262) 8001 7127) and Kong 
andow (1313 4907 2435) “Eastern Hebe:r—tdeal Sic 





and discussed such ideas in planning and burlding a large 
scale steel plant as siting. production scale and product 
plans Using a great quantity of full and accurate materials 
they explained that Eastern Hebe: has abundant iron ore 
the auxihary material used in metallurgy energy (coal 
electricity, petroleum. natural gas. and water). communica 
trons in all directions hp cantly tatu tote enn south 
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tron Ore 


The first consideration in building a large-scale steel plant is 
sources of ore There are abundant iron ore resources in 
Eastern Hebe: in Qian'an, Qiansi, Luan County, Luannan. 
Zunhua and in Lulong, Changli, and Funing. There are 5 47 
billion tons of proven reserves, of which the majority is 


magnetite that can be open-pit mined. the average geologic 
of the ore ¢ about 10 percent. The **Sijaying Iron 

ine [I'm not sure if this 8 @ name OF means ‘privately 
owned iron mine’| in Luan County has industrial reserves of 
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the supply of dolomite and limestone 
Eastern Hebe: stec! plant 1s almost satisfied 
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Ease of communications 16 an important consideration 
in burlding a steel plant In Eastern Hebe: there are three 
railway trunk lines the Jing-Shan [Bewying- Tangshan). 
Jing-Qin [Beying-Qinhuangdao] and Da-Qin [Datong- 
Qinhuangdao] Within the region there are also local 
railways Tangshan to Zunhua. Shurchang to Beiadian. 
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Hangu to Zhangzhuangs:. and Tuozitou to Tangshan. 
gang that connect with state main trunk lines so that 
railway transport is very open The sealanes are Qinhua- 
nedaogang and Tangshandao. which is currently under 
connect in all directions The 


level highways and numerous rural and township roads 
link Eastern Hebei with the broad area of Beijing. 
Tianjin. North China. and Northeast 


Water Resources 


Human life and industrial production cannot do without 

water. The steel industry needs and consumes a t 
water Eastern Hebe: + water resources arc 

nd include excellent water supply conditions 

Eastern Hebci's water resource is the Luanhe water 

flow of 

yrakou 


4 
if 


. an important branch of the Luanhe. The state 
already madc arrangements for this After the rever- 
voir is constructed, it will supply 260 millon cubic 
meters of high quality surface water The second is 
shallow the Sipaying Iron Mine 
These reserves are 330 million cubic meters. Under. 
Gant Gin eaaen ob Gaull Gen @ Oh widespread 


: 


an important role in North China 
and nationwide It 1s also the heavy industry base for our 
province E -producing enterprises include the 
Kailuan Coal Mines and the Tangshan Electric Power 
Plant. Qinhuangdao City is one of the earliest coastal 
- ayy byt RAS —- y sre wy 
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Hebe: 1s an important North China 
. ts output of wheat. corn, and 
ithon tons. which has carned it the 


3 
2 
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til 


turned Tangshan City into a land of plenty 
the name. All of this provides rehable livel)- 
guarantees for designing and building the Eastern 
stee! plant 


rt) 


ECONOMIC 1s 


In the past dozen years relevant state departments and 
units have arranged for specialists to conduct many 
studies and investigations that have uniformly held that 
there are adequate domestic resources and that Eastern 
Hebei is the best choice for building a new large-scale 
jornt steel enterprise and should be promoted first 


Three Candidates for a Site 


There are three sites in Eastern Hebei suitable for 
building a large-scale steel plant the Wangtan and Tang- 
gangringy sites in Leting County and the fastenguhan 
site in Changi County 


Hebe: has begun to carry out key comprehensive coor- 
dinated development in the Wangtan seashore in Leting 
County on the basis of the opinions of numerous spe- 
ciraliets who have studied China's land reorganization 
and development plans This will gradually turn the 
Wangtan region into a harbor and industrial city which 
has a railroad. large-scale harbor. large-scale power 
plant. and large-scale steel plant as its main body y The 
local railroad between Tuozitou and Tengshan Harbor is 
77 kilometers long. It is @ national single 
track line that carries 11 million tons . and there 
tis, Ay. At Tangshan 
Harbor they are currently constructing bulk cargo and 
mixed cargo berths for handling $.000-10n ships. 
the port 1s expected to begin operating in 1991 call 
for the construction of a large-scale 35.000 ton berth in 
the Exghth 5-Year Plan 


Wangian site 1s 54 kilometers from the Sijiaying tron 
Mine. Tangshan Harbor 1s 70 sea miles south of Qinhua- 
ngdao harbor, and 76 sea miles north of Tanggu Xin- 
Fasten Heber se! pant the Wangtan rion ha 


intensity 1s 7. thus saving investment 


The Tanggang Xinqu site is about 10 kilometers from the 
old factory district and close to Tangshan City support 
conditions are good and can save on investment: How 

ever. building another large-scale stee! plant in this 
location may have an impact on urban construction in 
Tangshan City and the environment. In addition the 
basic carthquake precaution intensity of thes site is 8 


The Jiulongshan site 1s 63 kilometers from Qinhua- 
ngdao. 3 5 kilometers from the Jing-Shan railway. and 18 
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kilometers from the northern part of the Sijiaying Iron 
Mine The area is open and flat and has a basic earth. 
eee premeee nee & & This site is very close to 

Sijiaying Iron Mine could use or conveyor belts 
for transporting ore concentrate, It is not far east to 
Qinhuangdao and marine shipping is also convenient. 


Summarizing the above, we can see that Eastern Hebe: is 
the most ideal place with adequate domestic resources 
for constructing a new steel plant. This on- 
y= investigation by the group of Japanese special- 
oe os relevant state departments to carry out 
and democratic macro-decision making. The 

people of the province hope that the key project of the 
Eastern Hebe: steel plant will move from the blueprint 
stage to reality as quickly as possible. They are willing to 


contribute their st to this project which will create 
wealth for the and promote China's socialist 
modernization’ 

Gansu Holds Forum on Economic Work 


HK 1505105990 Lanzhou Gansu Provincial service 
in Mandarin 2300 GMT 13 May 90 


[Text] The Gansu Provincial CPC Committee and the 
Gansu Provincial People’s Government jointly held a 
forum on economic work yes erday. 

Ai the forum. the Gansu Provincial CPC Committee and 
the Gansu Provincial People’s Government put forward 
a series of specific measures aimed at invigorating the 
provincial economy. enlivening circulation, and pro- 
moting provincial industrial development 


Li Ping. vice governor of Gansu Province [as heard), 
delivered a report on economic development and indus. 
tral production 

In his report, tye pe Bey Say | 


specific measures aimed at improving marketing. read- 
justing structure, increasing production. and main- 
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Zhang Wule, vice governor of Gansu Province, also 
delivered a report on financial revenue and expenditure 
at the forum. 


In his report, Vice Governor Zhang Wule analyzed the 
ae concerning Gansu's financial 
revenue in first four months of this year and put 
forward a series of feasible and practical measures aimed 
at changing this situation in light of the realities in 


Vice Governor Zhang Wule said that Gansu’s financial 
revenue in the first four months of this year stood at 790 
million a. accounting for 23.26 percent of Gansu's 
annual financial revenue plan and representing a 5.6 
percent decrease compared with the corresponding 
vf last year Gansu’s financial expenditure in the 
rst four months of this year stood at 950 million yuan, 
representing a 15.94 percent increase over the corre- 
sponding period of last year In order to change this 
situation, it is necessary to attach more importance to 
financial work, adopt measures to encourage consump- 
tion, proteci local products, increase circulating funds of 
enterprises, strictly control expenditurc, improve 
budget. properly and gradually stabilize prices. 
encourage product marketing, readjust product mix, 
properly handle relationship between speed and effi- 
ciency, increase work efficiency, and take initiative to 
help enterprises tide over current difficulties. 


Leaders of Lanzhou Garment Factory, Dingx: Piston 
Se in Gansu also spoke 
at the . exchanging their experiences in devcloping 
new products, readjusting product mix, carrying out the 
campaign of “Double Increase. Double Economy.” tap- 
ping latent potentialities, and increasing economic 
results. 


Guangdong Plans High-Tech Research Center 
HK 1106014790 Hong Kong SOUTH CHINA 
MORNING POST (BUSINESS POST) in English 
11 Jun Wp4 


[By Geoff Crothail) 


[Text] Guangdong will become a mayor high-technology 
research, development and production centre by the 
middie of this decade. say officials. 


The mainland province plans to use its connections with 
Asia's four “little dragons’ —Hong Kong. Taiwan, South 
Korea and Singapore—to introduce new technology to 
the region and get away from its traditional image as a 
low-technology processing centre 


In March, Guangdong established the first of three 
proposed high-technology development zones in the city 
of Zhongshan 


The first phase of construction in the 667,000 sq metre 
zone has already been completed and China's largest 
electronics and computer firm. the Stone Corp. has 
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agreed to inves: 15 million yuan (about HK$24,75 
million) in a new research and production plant there. 


Stone now has three subsidiaries operating in Guang- 
dong and plans to gradually move most of its production 
away from Beijing's Silicon Valley, where the company 
was founded in the early 1980s, and into Guangdong to 
iake advantage of the international marketing facilities 
available in Hong Kong. 


A Taiwanese company, Hua Hong Computers, has also 
agreed to invest US$5 million in an electronics plant in 
Zhongshan, local officials say. 


However, they admit the province has a long way to go 
before it catches up with Beijing and Shanghai, China's 
key centres of science and technology research and 
production. 


“We don't have the educational facilities that exist in 
Shanghai, so we will have to concentrate on technical 
training and exchange programmes with foreign inves- 
tors,” said Mr Shen Yili, a director at the Guangdong 
Science and Technology Commission. 


The province has 236 research and development institu- 
tions with a staff of more than 30,000. But only 12 
percent of the staff are actively engaged in work on new 


and high-technology projects. 


Development of Huang He Delta in Planning 
Stage 


WCEO2ISA Beying RENMIN RIBAO OVERSEAS 
EDITION in Chinese 19 Apr 90 p 3 


[Article by staff reporter Liu Litian (0491 7787 1131): 
“Treasured Land Awaiting Development—Attractive 
Prospects for Huang He Delta™} 


2 ne Ge ee ow 


The Huang He Delta is located on the Shandong Penin- 
sula. At its apex is Ninghai in Kenli County, Dongying 
City. To its north is the mouth of the Tao’er River, and 
to its south #s the Zimai channel. Its arca is 5,400 square 
kilometers. The delta is very rich in oceanic, oil, and gas 
resources. In particular, the Huang He carries | 2 billion 
tons of sand into the sea every year, creating 27 square 
kilometers of land and increasing the amount of good 
farmiand by 40,000 mu. Today, in China's eastern 
coastal areas with developed communications, it 1s not 
cacy to find an area like the Huang He Delta, which 
awaits development and which has a population density 
of only 188 persons per square kilometer. 


Yang Tingxiu [2799 1694 4423), a worker in the Land 
Comprehensive Development Planning Office of the 
State Planning Commission, told this reporter that in the 
proposed National Land General Planning Program the 
Huang He Delta has been listed as one of the 19 key 
areas to be developed. He said, “The 30 year develop- 
ment of the Shengli Oilfield in the Huang He Delta has 
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spurred industry there, and a large area of farmland has 
been transformed. Now, basic highway, bridge, electric 
power, telecommunications, airfield, and port consiruc- 
tion is in the initial stage, and conditions are gradually 
ripening for building the Huang He Delta into an exter- 
nally oriented, multifunctional economic zone. Setting 
up an energy base, chemical industries, and large-scale 
agriculture will not just supply the coastal economy with 
more processing raw materials and strengthen basic 
industries, it will also accelerate the formation of the 
Huang He valley economic belt, and provide structurally 
rational energy support for development of the eastern 
and western parts following the building of an east-west 
railroad and port, which will link the Shengli Oilfield 
with the large coalfields in Shanxi, Shaanxi, and Inner 
Mongolia." 


In developing the Huang He Delta, the first thing to do 
is to find really effective methods to prevent the Huang 
He from overianinn again, and to overcome the com- 
plex, restraining factors of land salting and vulnerability 
to disaster. It cannot be compared to the flourishing. 
developed Chang Jiang Delta and Zhu Jiang Delta. Yang 
Tingxiu said that the state's plan particularly stresses 
that “limited by the total national strength and the basic 
level of the regional economy, the construction of the 
Huang He Delta cannot take the path of high-input, 
high-speed development. It is by planned input and 
staged implementation that the optimum development 
and interests will be sought.” 


Strategic Plan for Three-Step Development 


The overall plan for the Huang He Delta, proposed by 
experts in various fields, can be divided into three stages 


of development: 


1. Study stage for comprehensive development. The 
main task in this stage is to strengthen construction of 
basic facilities, vigorously train and import talent, and 
improve the investment environment, and to set up a 
framework for comprehensive development of the petro- 
leum industry, petrochemical industry, large-scale agri- 
culture, and tertiary industries. This will make the devel- 
opment of the Huang He Delta one in which the 
industrial structure is rational and the economic reserve 


strength is ample. 


2. The stage of building three large bases. This is the 
stage in which the Huang He Delta's energy, chemical 
industry, and agriculture-animal husbandry-fishery 
bases will be built. 


3. The stage in which there is a comprehensive formation 
of industries, ports, and cities. 


For the Huang He Delta's economic technology and 
social development strategy, experts have proposed 
extremely painstaking measures. While continuing to 
accelerate the pace of petroleum prospecting and exploi- 
tation, develop petroleum processing to get funds for 
developing other industries, and develop production of 
the salt industry and desalinization works which have 
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small investments, quick results, and large profits. 
Develop the agricultural and sideline product ee 
industry, and the machinery, textile, and foodstu 
industries in order to provide a complete set of services 
to men and women workers in the oilfield. In farmiand 
construction, harness alkaline land and establish an 
ecological-type agriculture, a water-saving-type agricul- 
ture, and modern la ure, also develop 
grasslands for ani husbandry, engage in oceanic 
fishing for aquatic animals and plants, and use beach 
mud resources to engage in salt water aquatic breeding. 
Experts hope that a rational industrial structure will 
gradually be established, as well as a new-type industrial 
system geared to domestic and foreign markets, using 
geoscience, biology, economics, and technological and 
scientific research to explore scientific land manage- 
ment 


Think Carefully Before the Battle Begins 


“It is now necessary to draw on the experiences and 
lessons of developing the Chang Jiang and Zhu Jiang 
deltas when developing the Huang He Delta,” Li Fuxian 
[7812 4395 6343), deputy director of the Land Office, 
thinks. “Before development there must be meticulous, 
complete scientific demonstrations, and the overall plan 
must integrate the long and short terms and weigh the 
pros and cons.” 


Localities that have already begun to be built up must be 
perfected and coordinated as quickly as possible, and 
must strive to develop in a more orderly way. In devel- 
oping the Huang He Delta, the economy can continue to 
develop stably and i coordination with population. 
resources, and environment only by using overall plan- 
ning. forming comprehensive regional production 
bodies, and integrating specialization and comprehen- 
sive development. 


Jiangxi Makes Public Major Economic Indexes 


HK 2006122190 Nanchang Jiangxi Provincial Service 
in Mandarin 1000 GMT 18 Jun 90 


[Text] The Provincial Statistics Bureau, the Provincial 
Planning Committee, the Provincial Economic Com- 
mittee, the Provincial Financial Department and the 
Provincial People’s Bank jointly made public the fulfill- 
ment of six major economic indexes in prefectures and 
cities of our province in May of 1990. 


A slight increase in investment in fixed assets of 
amulets the whole people. From January to 
May. the total investment in fixed assets of enterprises 
owned by the whole people came to 796 million yuan, an 
increase of |.7 percent over the same period of last year. 


2. An increase in bank loans, compared with the begin- 
ning of the year. By the end of May, bank loans stood at 
27.65 billion yuan, 260 million yuan more than the 
beginning {the year Bank loans for fixed assets reached 
4.29 billion yuan, 60 million yuan more than the begin- 
ning of the year. 
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3. Steady increase in the total payroll of enterprises 
owned by the whole people. From January to May, the 
total payroll of enterprises owned by the whole 
amounted to 1.97 billion yuan, an increase of 12.4 
pes ow G> compan period of last year. After 

for price indexes for living expenses of workers 
a staff members, the increase was 6.8 percent. 


4. A drop in industrial labor productivity. From January 
to May, all-personne! labor productivity in industrial 
enterprises doing independent business accounting 
owned by the whole people stood at 5,199 yuan, a drop 
of 4 percent over the same period of last year. 


5. A drop in the rate of profits and taxes for sales of 
industrial products. From January to May, the rate of 
profits and taxes for sales of products of industrial 
enterprises within the state budget was 8.96 percent, a 
drop of 4.6 percent over the same period of last year. 


6. A rise in the costs of comparable industrial products. 
From January to April, the costs of comparable products 
of industrial cnterprises within the state budget went up 
by 3.9 percent, a drop of 17 percent in the growth rate 
over the corresponding period of last year. 


Cooperation Between Jiangsu, Guangxi Grows 
OW 1906153490 Beijing XINHUA in Frglish 
1401 GMT 19 Jun 90 


[Text] Being, June 19 (XINHUA)—Cooperation 
between east China's Jiangsu Province and south 
China's Guangxi Zhuang Autonomous Region is 
booming, the PEOPLE'S DAILY reported today. 


Relatively advanced Jiangsu began to offer material and 
technological support to economically backward 
Guangxi in 1979. 


Jiangsu has undertaken |.200 projects with the region 
and helped train 5,563 technicians since 1980. 


According to a regional official, these projects helped 
Guangxi generate additional output value of 145 million 
yuan (about 30.85 million US. dollars) between 1986 
and 1989. 


By cooperating with Jiangsu. the official said Guangxi 
has gained access to new technology and products 
helping boost its economy. 


The official said the region's agricultural output value 
last year ranked 12th in the country, up from 15th in 
1985. sugar output ranked second: and its output of 
motor vehicles, television sets, electric fans, watches and 
machinery registered big increases. 

With the help of technicians from Jiangsu, many enter- 
prises have overcome difficulties by upgrading tech- 
nology anc’ management. 


The Nanoiag No. three radio plant now has an annual 
output value of more than 100 million yuan (about 21 
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million U.S. dollars) after joining Jiangsu's “Panda” 
brand electronics group and importing its advanced 


technology. 


North's Economic, Technical Cooperation Fruitful 
OW 1806042290 Beijing XINHUA Domestic Service 
in Chinese 0941 GMT 12 Jun 90 


[Text] Beijing, 12 Jun (XINHUA)—The seventh joint 
meeting of provincial governors, municipal mayors, and 
regional chairmen in north China was held in Beijing 
today From this meeting, it has been learned that lateral 
economic association and technological cooperation 
have added new vitality to the economy of north China. 


Incomplete statistics show that over the past year, the 
two provinces, two municipalities, and one autonomous 
region in north China have developed more than 5,000 
joint and cooperative projects and made investments in 
each other's localities totalling 600 million yuan. Some 
4,000 people have been exchanged among them, and the 
materials involved in the cooperative projects are valued 
at some 2.5 billion yuan. 


In north China, Beying and Tianjin municipalities are 
economically developed and have a strong scientific and 
technological work force, while Hebei, Shanxi, and Inner 
Mongolia are major energy producers of our country. 
They can complement each other to a great extent. 
Because of this, they have became the first ones in the 
country to develop lateral economic associations and 
technological cooperation on the principle of mutual 
benefit. The practice of using strong points to comple- 
ment cach other has expedited the economic develop- 
ment of north China. Last year, they took the state's 
industrial policy as the guideline and conducted cooper- 
ation with the emphasis on developing transportation, 
energy, raw materials, and supplies, and on alleviating 
the problems of fund shortages and market sluggishness. 
The result was fruitful. 


—To alleviate the shortages of raw and other materials, 
they cooperated in developing resources to effeciuvely 
increase supply. Beijing and Tianjin municipalities 
made positive efforts to set up supply centers for raw 
and other materials in north China. For example, 
Beijing Municipality made investments totalling some 
45 millon yuan in Hebei, Shanxi, and Inner Mongo- 
lia. The money was used in cooperating with these 
localities in building a number of production centers 
for pig iron, industrial chemicals, animal feed, and 
nonstaple foods. This enabled Beijing Municipality to 
receive the raw and other materials that had been in 
short supply on its market and turned the abundant 
local resources into an economic advantage Inner 
Mongolia’s Fengzhen County, Qahar Right Wing 
Front Banner, and Jining City built four ferrosilicon 
planis by exploiting the abundant local energy 
resources and quartz deposits and utilizing the capital 
funds, totalling 10 million yuan, obtained from Bei- 
jing. Taiyuan, and Datong. Products of these plants 
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were sold to the localities from which the original 
investments were obtained. These projects also accel- 
erated the exploitation of local resources. 


— They promoted multiple forms of technological coopera- 
tion and exchange and developed their economies by 
taking full yoy Fd their inherent advantages. In a 
variety of ways, Beijing and Tianjin municipalities 
exported to other localities their scientific and technolog- 
ical research results, advanced management methods, 
competitive products, and technical personnel. Localities 
that are less developed economically and enterprises 
incapable of sustained development made all-out efforts 
to esisblish links with big cities, higher educational insti- 
tutions, and scientific research units so as to acquire 
technology and develop technological cooperation in var- 
ious fields. Hebei Province conducted full technological 
cooperation with dozens of higher educational institu- 
tions and scientific research academies and organizations 
in Beijing and Tianjin in an effort to implement a 
py ey strategy of * ‘using science and technology to 
make Hebei prosperous.’ This expedited the technical 
advance of its enterprises and the development of new 
products. Enterprises making light industrial products. 
building materials, and foods in Xilin Hot City of Inner 
Mongolia acquired technology and technical personne! 
from Beijing, Zhangjiakou, and other localities. They 
thus developed over a dozen new products, including 
bone articles, pearlite, and milk powder These new 
products increased the profits and tax payments they 
contributed to the state by some two million yuan per 


year 


—Various kinds of cooperation continued to develop 
within smal! areas. Langfang. Baoding, Zhangjiakou, 
Tangshan, Chengde, and Qinhuangdao formed a round- 
Beijing economic cooperation zone with Beijing as the 
center. They went all out to supply Beijing with farm and 
sideline products, thus providing abundant nonstaple 
foods to that municipality. In the “Shanxi-Hebei-Inner 
Mongolia economic cooperation zone,” formed by 15 
prefectures, cities, and leagues in Hebes, Shanxi and Inner 
Mongolia, a number of activities were conducted last 
year. These included a commodity trade fair, an experi- 
ence exchange meeting on the development of village and 
town enterprises, and a seminar on (1e processing of 
animal products, all of which contributed to the flow of 
goods and the exchange of technology. Shanxi's Yang- 
quan and Gujiao established friendly city relationships 
with Hebei's Shijiazhuang and Tangshan respectively. 
while Beijing's Xicheng District and Inner Mongolia’s 
Xilin Gol League became friendly district and league. All 
these assisted in the development of economic coopera- 
tion and association. 


—Efforts were made to promote cooperation in facilitating 
the flow of materials. The two provinces, two municipal- 
ities, and one autonomous region in north China devel- 
oped large-scale exchange of materials among themselves 
by using the methods of cash on delivery, barter trade, 
receiving supply first and making payment later, and 
interest-bearing credit sales. This adjusted the surplus 
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and sho of materials, solved the problem of over- 
stocking of materials and commodities, and assisted in 
the circulation of funds, Tianjin Muncipality and eight 
prefectures and cities in Hebei Province conducted coop- 
eration in the supply of materials by enabling suppliers 
and consumers to make direct contacts. The transactions 
resulting from this cooperation totalled 270 million yuan 
in only three months. The Beijing Municipal Communi- 
cations and Electrical Equipment Company and Hebei's 
Baxian County established a sales association which 
opened more sales channels for Beijing and provided a 
stable commodity supply source for Baxian. Last year saw 
a total sales volume of 30 million yuan. 


Shaanxi 1989 Economic, Social Statistics 


9OCE02044 Xian SHAANXI RIBAO in Chinese 
19 Apr 90 p 3 


[Article: “Shaanxi Province Bureau of Statistics 1989 
Statistics Communique On National Economic and 
Social Development, 17 April 1990" ] 


{Text} Under leadership of the Shaanxi Provincial CPC 
Committee and provincial people's government, the people 
of the whole province won very great achievements during 
1989 in resolutely carrying out CPC Central Committee and 
State Council polices for improving the economic environ- 
ment and restructuring the economic order, and for deep- 
ening reform. Social demand was brought under control, 
effective supply continued to increase; new accomplish- 
ments were made in science and technology, and in all social 
endeavors. and the entire national economy of the province 
is facing a fine orientation for development. Preliminary 
calculations show a gross national product of 34.3 billion 
yuan for the whole year, up 4.2 percent from 1988; and 
national revenues of 27.1 billion yuan, up 4.5 percent. The 
problems of imbalance between gross social supply and 
demand that accumulated over the years in the operation of 
the national economy have yet to be fundamentally 
changed. Deep problems of an irrational economic structure 
and poor economic returns continue to be fairly prominent; 
and retrenchment of the macroeconomy has given rise to 
unavoidable new problems of impeded commodity circula- 
tion, insufficient work for some enterprises, an increase in 
enterprise losses. and an increase in employment pressures. 


1. Agriculture 


Farming, animal husbandry, sideline occupations and the 
fishing industry saw all-around growth. The gross output 
value of agriculture for 1989 was 14.78 billion yuan, up 5.9 
percent from 1988. This included a 9.42 billion yuan output 
value for farming, up 7.6 percent; an 850 million yuan 
output value for forestry, down 5.1 percent; a 3.16 billion 
yuan output value for animal husbandry, up 2.7 percent; a 
1.28 billion yuan output value for sideline occupations, up 
7.8 percent, and a 70 million yuan output value for the 
fishing industry, up 18.4 percent. 


A bumper harvest was reaped in the farming industry. 
Grain output broke out of four consecutive years of no 
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advance, outputs of oil-bearing crops, flue-cured 
tobacco, silkworm cocoons, and fruit reached an all-time 
high. Cotton output rallied slightly, but the conflict 
between output and demand remains glaring. 


Outputs of principal agricultural products were as follows: 
































1989 Percent Increase 
Over 1988 
Grain 10.493 million tons 6.7 
Cotton 56,000 tons 18 
Oil-bearing Crops 311,000 tons 26.4 
Including: Rape 1¥¥,000 tons 1140 
Sugarbeets 47,00" tons -26.6 
Flue-cured Tobacco 118,000 tons 93 
Silkworm Cocoons 84 24 million tons 141 
Tea 41.25 tons 5.4 
Fruit 543,000 tons 46 











Afforestation quality improved. The afforested area 
declined. Harvests of major forest products including 
walnuts, Chinese chestnuts, raw lacquer, and tung oil 
seeds declined. 


Animal husbandry developed steadily. Both the number 
of hogs in inventory and gross output of meat reached an 
all-time high. The numbers of hogs, sheep and goats, and 
draft animals in inventory increased. Output of poultry, 
eggs, and milk declined. 


Output of major livestock products, and the number of 
livestock animals in inventory are shown below: 
































1989 Percent Increase 
Over 1988 

Pork. Becf, and Mutton 402,000 tons 13.9 
Cow's Milk 93.000 tons -11.4 
Wool 3,723 tons 5.7 
Number of Porkers Removed | 4.942 million 86 
From Inventory 
Number of Hogs in Inventory | 8.045 million 6.1 
at Year End 
Number of Sheep and Goals 6.162 million oe 
in Inventory at Year Fad 
Number of Draft Animals in 3.031 million 2.0 
Inventory at Year End 





Fishing industry production developed fairly rapidly. 
Aquatic products output for the year totaled 18,000 tons, 
up 20 percent from 1988. 


Agricultural production conditions conti: . -d to improve. 
The province's farm machinery had | .u.ai power of 6.79 
billion watts in 1989, 5.8 percent mor than at the end of 
1988. Large- and medium-sized tractors numbered 19,800, 
up 1.5 percent; small hand tractors numbered 219.000, up 
7.4 percent; farm trucks numbered 14,000, up 7.7 percent, 
and the effectively irrigated farmland area totaled 1.248 
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million hectares in a 10,000 hectare increase. During the 1989 Pesnent tamnse 
year 584,000 tons of chemical +— br used, up 18 Over 1988 
percent, and 2.54 billion kilowatt hours of electricity was spent 
used in the countryside, up 13.9 percent. More farmland al Paper a - 
water conservancy construction was done, nevertheless, the Board 
ability of agriculture to withstand natural disasters remains — Crude Sait 104,000 tons 410 
fairly weak, and the agricultural service system remains | 
insufficiently perfected. Cigarettes 1.314 million cases 27.9 
White Spirits $9,000 tons -20.2 
The rural economy eugene Sa Gross rural social _— Beer 86,000 tons 26.0 
output value in 1989 was 27.88 billion yuan, up 15 
percent from 1988. This included a 13.1 billion yuan — —— ~ 
output value from rural industry, the construction — Synthetic Detergent’ | 27,000 tons 15.1 
industry, the transportation —— and — up Alum numware 408 tons 35.7 
22.3 percent and accounting for 47 percent gross Bicycle 
output value versus 45 percent in 1988. a mo 
Television Sets 1.071 million units 14.2 
Including. Color 688.000 units 25 
2. Industry Television Sets 
Industrial production maintained appropriate growth.  _“aee Recorden tn h aM 
During the last half of the year, industrial production Cameras 133,000 units 16.5 
fluctuated quite a bit as social demand weakened. For the Household Washing | 281.000 units 17.0 
year as a whole, however, it maintained appropriate growth. Machines 
Gross industrial output for 1989 was 40.67 billion yuan, up Household Refriger- | 250.000 units 563 
9.7 percent from 1988. This included 34.39 billion yuan ators 
from industry at the village level and aye ty 7.3 percent Raw Coal 31.49 million tons 13.9 
in an increase markedly lower than in 1988. In the gross 
output value of industry, industries under ownership of the Crate Fousioun a =! 
whole people grew 6.2 percent; collectively owned industries —Electric Power 14.85 billion kilowatt 7.$ 
grew 11.9 percent (including a 14.6 percent increase for hours 
township-run industries), and other industries grew 42.1 Including: 1.3 billion kilowatt 25.7 
percent. Central government-owned industries grew 11.9 Hydropower hours 
percent: and local government-owned industry grew 9 per- Pig Iron 378,000 tons D1 
— Steel 465.000 tons $.5 
The industrial product mix improved. Output value of light —_Stee!_ Products 320,000 tons 1.8 
industry for the year was 16.87 billion yuan, up 7.9 percent Cement 5.378 million tons 68 
from 1988 and accounting for 41.5 percent of the gross —pisie Giass 1.881 million hea 2 
output value of all industry. Output value of heavy industry — 
was 23.8 billion yuan, up 10.9 percent, and accounting . 
58.5 percent of the gross output value of all industry. Output — a 
of daily necessities used in the daily life of the people —_Swifuric Acid 309,000 tons 17.2 
increased steadily, the above normal growth of high quality Caustic Soda 46,000 tons 41 
durable consumer goods and investment-type electro- = 04, ash 23.000 95.0 
mechanical products being brought under control. Output — 
of raw and processed materials, and of energy increased Chemical Fertilizer | 413,000 tons at 
rapidly. Nevertheless, structural conflicts within industry Chemical Pesticide | 63 tons 167 
remained fairly prominent. Metal Cutting 3,533 units 419.9 
a . Machine Tools 
Outputs of major industrial wares was as follows: Including. High 180 units 45 
1989 Percent Increase Machine Tools 
Over 1988 Motor Vehicles $,317 units $5.1 
Cotton Yarn 171,000 tons 1.7 Smali Tractors 19,863 units -215 
Cotton Cloth 730 millon meters 2.7 Internal Combustion | 634.000 kilowatts 17.9 
Wool Fabric 4 495 million meters 24.7 Engines 
Knitgoods 13.$27 million it Color Kinescopes 1.287 million units 12.4 
meters 
Product sales revenue for independently accounting 
Chemical Uter 13,000 tons =! industrial enterprises in the province for 1989 was 29.49 
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billion yuan, up 11.3 percent from i988; and 4,55 billion 
yuan in profits and taxes was realized, up 10.4 percent. 
The labor productivity for all personne! was 13,702 
yuan, up 5.1 percent from 1988. Because of impediments 
to commodity circulation, prices of raw and processed 
materials rose, and some products accumulated in inven- 
tory, thereby limiting (or halting) production. The profit 
and tax rate for industrial sales for the province as a 
whole was 15.4 percent, down 0.1 percentage point from 
1988. Turnover time for quota funds increased from the 
142 days of 1988 to 158 days; the profit and tax rate for 
funds was 13.1 percent, down 0.6 percentage points from 
1988; and the amount of funds tied up in finished 
products of industries under ownership of the whole 
people was 75.4 percent greater than in 1988, the total 
cost of comparable products rising 20.8 percent from 
1988. 


3. Fixed Assets Investment and the Construction 
Industry 


The scale of investment in fixed assets was effectively 
brought under contro!. In 1989, a total of 9.518 billion 
yuan was invested in all social fixed assets in the prov- 
ince, up 0.5 percent from 1988. After deducting price 
factors, the actual volume of work contracted more than 
100 percent, including a 6.207 billion yuan investment 
in local government projects, which was a 3.3 percent 
contraction from 1988. After deducting for price factors, 
the actual contraction was more than 14 percent. Of the 
total investment in the province, investment by units 
under ownership of the whole people totaled 6.713 
billion yuan, basically at par with 1988. Investment by 
collectively owned units was 608 million yuan in a 25.7 
percent contraction from 1988. City and countryside 
individual investment amounted to 2.197 billion yuan, 
up 12.9 percent from 1988. In the investment by units 
under ownership of the whole people, 4.014 billion yuan 
was invested in capital construction, up 2.1 percent from 
1988; and 2.221 billion yuan was invested in renovation 
and technical transformation measures, 7.8 percent less 
than in 1988. During 1989, the province made marked 
progress in controlling the beginning of work on new 
products and in keeping tabs on construction projects 
underway, resolutely controlling the building of storied 
buildings, halls, and public accommodations. There were 
1,018 fewer capital construction projects under owner- 
ship of the whole people, and renovation and technical 
transformation construction projects in the province as 
compared with 1988. The investment mix was read- 
justed. Of the investment by units under ownership of 
the whole people, 4.914 billion yuan was for projects of 
a productive nature. This was 73.2 percent of the total, 
up from 71.2 percent in 1988. Non-productive invest- 
ment totaled 1.8 billion yuan, the percentage declining 
from 28.8 percent in 1988 to 26.8 percent. Investment in 
the energy industry sector totaled |.453 billion yuan, the 
percentage increasing from the 19 percent of 1988 to 
21.7 percent. Raw and processed materials industry 
sector investment totaled 690 million yuan, the per- 
centage increasing from the 9.9 percent of 1988 to 10.3 
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percent. However, the percentage of investment in the 
farming, forestry and water conscrvancy, transportation, 
posts and telecommunications, and the culture, educa- 
tion, and health sectors decreased from 1988. 


Throughout the province, 967 capital construction 
projects were completed and went into production. This 
included four large and medium size projects, and five 
single projects that are parts of large and medium] size 
projects. A total of 903 renovation and technical trans- 
formation projects were completed. Newly added major 
production capacity of units under ownership of the 
whole people was as follows: extraction of 140,000 tons 
of petroleum, mining of 457,000 tons of coal, cleaning of 
950,000 tons of coal, electrolysis of 8,000 tons of zinc, 
electrolysis of 5,000 tons of aluminum, processing of 
3,000 tons of aluminum, production of 67,800 tons of 
sulfuric acid, 11,000 tons of soda ash, 59,000 tons of 
synthetic ammonia, 32,500 ‘sas of chemical fertilizer, 
58,400 tons of cement, |.3 ~illion heavy cases of plate 
glass, 7,500 tons of chemical fiber, 100,000 electric 
refrigerators, 15,000 television sets, and 1,264 long dis- 
tance telephone circuits. The completion and coming on 
stream of these projects and this capacity adds follow-on 
power for the province's economic development and 
improvement of the people's livelihood. 


New accomplishments were scored in geological surveys 
and prospecting. During 1989, 201,000 meters of explor- 
atory drilling was completed, and deposits of coal, gold, 

r, lead, zinc, graphite, baroselenite, maifanshi 
[7796 7391 4258], and limestone for use in making 
cement were either newly discovered or newly verified at 
26 sites. Seventy-three geological reports were filed. 


4. Transportation, and Posts and | elecommunications 
Industry 


Freight transportation steadily increased. During 1989, 
conveyances of various kinds in transportation units 
turned over a total of 33.35 billion ton kilometers of 
freight, 4.6 percent more than in 1988. This included 
32.55 billion ton kilometers by rail, up 4.9 percent; 756 
million ton kilometers by highway, down 4.5 percent; 
23.74 million ton kilometers by water, down 7.6 percent; 
and 21.86 million ton kilometers by air, down 23.8 
percent. However, the transportation shortage was pro- 
nounced. 


Passenger transportation declined. Slowing of the speed 
of economic growth and a rise in passenger fares put a 
damper on passenger travel, and the volume of passenger 
transportation declined. All conveyances in the transpor- 
tation sector completed 18.53 billion passenger kilome- 
ters of passenger travel, down 5.6 percent from 1988. 
This included 12.28 billion passenger kilometers by raii, 
down 3.9 percent; 5.02 billion passenger kilometers by 
highway, down 3.5 percent: 9.26 million passenger kilo- 
meters by water, up 9.1 percent; and 1.04 billion pas- 
senger kilometers by air, down 28.1 percent. 
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Transportation sector efficiency improved and income 
increased. Railroad freight hauling locomotives aver- 
aged a daily output of 788,000 ton kilometers, up 3.7 
percent from 1988. Railroad transportation receipts 
increased 15.3 percent. Highway transportation enter- 
prises’ earnings increased 22.6 percent over 1988, profits 
and taxes on operations increased 29.3 percent; and the 
enterprise loss rate declined from 25.3 percent in 1988 to 
11.7 percent. 


Posts and tclecommunications saw sustained develop- 
ment. Posts and telecommunications business volume 
completed during 1989 totaled 140 million yuan in a 
13.3 percent over 1988. New services including express 
delivery, facsimile mail transmission, and postal savings 
accounts increased 30 to 250 percent over 1988. As of 
the end of 1989, 86,000 urban customers had telephones, 
an increase of nearly 10,000 customers since 1988. Post 
and telecommunications business income for the year 
totaled 217 million yuan, up 17 percent from 1988. 


5. Domestic Commerce and Supply and Marketing 


The domestic market changed a great deal, commodity 
sales changing from the overly fast growth of 1988 to a 
partial slump. In 1989 social commodity retail sales 
iotaled 17.67 billion yuan, 11.1 percent more than in 
1988. After deducting price factors, they actually 
declined 6.5 percent. Consumer goods retail sales 
accounted for 15.37 billion yuan of total social com- 
modity retail sales, up 9.7 percent. This included retail 
sales to social groups of 1.93 billion yuan of consumer 
goods, an increase of only 4.3 percent. Retail sales of the 
agricultural means of production totaled 2.3 billion 
yuan, up 21.7 percent. 


Broken down by economic category, retail sales of units 
under ownership of the whole people increased 10.5 
percent, retail sales of supply and marketing coopera- 
tives increased 8.1 percent; and retail sales of other 
economic categories increased 13.5 percent. Peasant 
retails sales to nonagricultural residents increased | 1.4 
percent. 


Of the various kinds of consumer goods, retail sales of 
commodity food increased 14.3 percent; commodity 
clothing 11.4 percent, and daily necessities 3.2 percent. 
After a tremendous increase during 1988, sales of high 
quality durable consumer goods and of some daily 
necessities receded in varying degrees. 


The gross profit rate on commodity sales in the state- 
owned and supply and marketing cooperative system 
throughout the province fell from 14.9 percent in 1988 to 
12.9 percent in 1989. The expense rate rose from 12.5 to 
13.2 percent, and profits fell 36.7 percent (not including 
the food system). Enterprise losses increased from 65 
million in 1988 to 129 million. 


Market prices rose slightly less than during 1988. In 
1989, the overall retail price level was 18.8 percent 
higher than in 1988, which was somewhat lower than the 
rate of increase in 1988. The 4.6 percentage point new 
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price rise factor was markedly lower than the 15,3 
percentage points of 1988. The rate of monthly price 
increase receded gradually relative to the same month in 
1988 from the 29.7 percent of February to the 3.6 
percent of December. Broken down by city versus coun- 
tryside the overall level of retail prices during 1989 was 
17.2 percent higher in cities and towns, and 21.5 percent 
higher in rural villages. 


The extent of retail price increases by commodity was as 
follows: a 13.4 percent rise over 1988 in the price of 
food, a 22.6 percent increase in the price of clothing, a 
16.9 percent increase in the price of daily necessities, a 
21.8 percent increase in the price of medicine and things 
used for medical treatment, a 32.5 percent increase in 
the price of fuel, and a 22.4 percent increase in the price 
of agricultural means of production. Among foods, grain 
prices increased 10.3 percent, meat, poultry and eggs 
increased 11.2 percent, fresh vegetables increased 6.4 
percent, and aquatic products increased 28.1 percent. 


Staff member and worker living expenses increased 17.6 
percent over 1988, lower than the 20.1 percent of 1988. 


Demand for the means of production declined. During 
1989, sales of the means of production throughout the 
province's materia!s system totaled 3.97 billion yuan, up 
4.7 percent from 1988. After deducting for price factors, 
prices of principle goods and materials declined in 
varying degrees. This included the sale of 638,000 tons of 
steel products, down 14.8 percent, 4.28 million tons of 
coal, down 12.1 percent; 735,000 cubic meters of timber, 
down |1 percent, and 746,000 tons of cement, down 
11.4 percent. 


The market was more orderly. All jurisdictions in the 
province took positive action to investigate and pro- 
scribe shoddy goods and imitations, to halt profiteering, 
and io rectify the commodity circulation order, 
achieving preliminary results. Nevertheless, arbitrary 
charges for services and in free markets remained a fairly 
serious problem. 


6. Foreign Trade and Tourism 


New advances were made in foreign trade. The prov- 
ince’s trade system had an import and export volume 
totaling $532 million, up 7.9 percent from 1988. This 
included $149 million of imports, up 12.4 percent; and 
$383 million of exports, up 6.3 percent. The export of 
minerals accounted for $326 million of total exports, up 
2.7 percent. 


External economic and technical cooperation main 
tained its development momentum. During the year, 
new agreements were signed with foreign businessmen 
for the direct investment of $31 million, up 20.4 percent 
from 1988. Actual investment was $97 million, down 13 
percent. 


Both the number of international tourists received and 
foreign exchange carnings declined. Visitors to Shaanxi 
from foreign countries, Hong Kong, Macao, and Taiwan 
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totaled 212,000 Curing 1989 in a 42 percent decline from 
1988 This included the visit to Shaanxi of $8,000 
compatriots from Taiwan, 4.1 percent more 
1988 Earnings from tourism totaled 142 million yuan 
(the renminbi equivalent of foreign exchange), 33.2 
percent less than in 1988. 


7. Science and Technology 


The science and 

ening. As of the end of 1989, 
personnel in the province's system of ownership by the 
whole people totaled 498,000, 225,000 of them natural 
sciences technical personnel, up 5.9 percent. Indepen- 
dently accounting scientific research and technical devel- 


opment —— under ownership of the whole 
people at county level and above in the province 
numbered 319 emonloying 26,000 ah. and eng)- 
neers 

Scientific research achievements my 3 increase. 
During 1989. a total of 405 major scientific research 


achievements were scored in the province, 151 of them 
international firsts, 118 of them firsts for China, and 240 
of them meeting domestic advanced standards. Eighty- 
one screntific and technical achievements won national 
prizes. exght of them winning national invention awards, 
2! of them winning national scientific and technical 
progress awards. 3! of them winning national science 
and technology spark awards, two of them winning 
national natural science awards, and 47 of them of them 
winning Fourth National Invention Exhibition awards 
(including four gold medals. silver medals, and 35 
bronze medals). A total of 117 received provincial «.- 
entific and technical progress awards. 


During the year 765 patent applications were accepted 
and 474 patents approved, 35 percent more than in 
1988 


Scientific and technical services improved day by day. 
As of the end of 1989, bate hem wong bo 
the province's system of ownership by the whole people 
numbered 1.336. and 186 provincial standards were 
formulated or revised during the year The province has 
a total of 1,100 transmitter stations in its weather 
warning system serving 4,500 customers. It has a 49 
manned station semsmology network, including a 19 
station observation network The mapping system com- 
eee ee Se te 
the year. It compiled, printed. and published 7, 
copies of 51 different maps 


8. Education and ( ulture 


Enrollments in ordinary institutions of higher education 
were brought under control. During 1989, 1.718 grad- 
vate students were enrolled throughout the province. 
16.3 percent fewer than in 1988 Graduate students 
totaled 6.225, down 7.8 percent. Undergraduate enroll- 
ment and enrollment of students in specialized fields in 
ordinary institutions of higher education totaled 25.900. 


steadily. Students in all types of secondary technical 
schools 


i © 

$7, 7 percent of the tota! number of 
students in senior middie schools in a 6 5 percentage 
point increase over 1988. 


Students in junior middie school throughout the prov- 
ince numbered 1.9463 million, 18 5 percent fewer than in 
1988. Primary school students numbered 3.51! millon, 
up three percent from 1988 All of the province's 107 
counties (cities, and districts) have compulsory primary 
school education. 


There were 65.200 students in adult schools of higher 
education, 0.3 percent fewer than in 1988 Students in 
technical schools numbered 24,100. 


Students in adult secondary and primary 
numbered $29,500, up 17.9 percent 


end of 1989, the province had a total of 4.816 film 
projection units, 120 artistic troupes. 113 cultural pal- 
aces, 46 museums, 113 public libraries. 118 archives, 
five radio broadcasting stations. |2 radio broadcasting 
transmitter and relay stations. nine television stations. 
and 17 television transmitiers and relay stations having 
a power of | kilowatt or more. A total if 310 million 
copies of newspapers were published during the year. 
20.29 million copies of magazines of all kinds. and 82.23 
map booklets (or individual maps) 


9. Health and Physical Education 


Health programs continued to develop. and medical 
treatment conditions improved As of the end of 1989. 
the province had a total of 74,700 hospital beds. 3.4 
percent more than at the end of 1988 It had 116,400 
medical . 1.3 percent more than in 1988. This 
included $8,400 medical doctors. up 2.4 percent, and 
26,400 medical technicians and nurses. up 9 5 percent 
Preventive health care. and medical .spervision and 
monitoring work improved During | 989. the total 
reported incidence of communicable diseases declined 
23.7 percent 


The level of sports and athletics rose further During 
1989, the province's athletes took a total of 24 gold 
medals, 28 silver medals. and 27 bronze medals in mayor 
domestic and foreign competitions. One person broke 
one national record once. and 58 people broke 76 
provincial records 76 times Al the Second National 
Youth Athletic Meet. the province's athletes took 24 
prizes, including seven gold and silver medals, and Ii 
bronze medals. ranking fifteenth nationally 
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10. People's | ivetihood 11. Demographics 
A random of population showed a 


The cash income of city and countryside residents con- 
tinued to increase A random sampling showed an 
annual per 


' other 
with a slight surplus. Neverthe) ss, the rea! income level 
ape pnp any nh thy ated Jy 


City and wown increased During | 989, 

province placed | 40,000 personne! of all awaiting 
employment in cities and towns At the end of the year. 
the number of staff members and workers in 


the province totaled 3.735 million, up 58,000 from 
end of 1988. As of the end of 1988, 172,000 people 
cities and towns were working for themselves, up 21.000 
from the end of 1988 Because of the curtailment of 
social demand. some enterprises did not have enough 
work to do, and the number of people awaiting employ- 
ment in cittes and towns increased 


Residents savings increased tremendously As of the end 
of 1989. city and countryside residents’ savings showed a 
surplus balance of 15.01 billion yuan, 4.14 billion yuan 
more than at the end of 1988 for a 18.| percent increase. 


Living conditions continued to improve in both cities 
and the countryside. During 1989. 3.022 million square 
meters of new housing was built in cities and towns, and 
13.283 million square meters of new housing was built in 


rural villages 


Social welfare programs developed further As of the end 
of 1989. social service institutions throughout the prov- 
moe had 15,100 beds and took care of 11,500 people 
National relief was provided 13.900 times to various 
kinds of people requiring social assistance in cities and 
towns 


New achievements were made in insurance programs. As 
of the end of 1989, 11,000 enterprises and 1.868 million 
households carned property insurance. property imsur- 
ance of all kinds totaling 56.08 billion yuan for the year. 
up 33.5 percent from 1988. A total of 7,102,300 people 
carned personal insurance. During the year a total of 
45,000 domestic property insurance claims were paid. 
payments totaling 46.57 million yuan. A total of 34.47 
million yuan was paid in 31.000 personal insurance 
claims 


changes 
22.25 per thousand wate for 1989, a 6.32 per thou- 
sand death rate, and a 15 93 per thousand natural rate of 
increase Extrapolation produces a year-end populatio: 
for the province of 31.91 million. 


Note | All output values contained in this communique 
were al current year prices, and speed of increase 
was at comparable prices 


2. Caleulated in the terms of 1980 constant prices, the 
province's gross Output value for agriculture during | 989 
was 6.31 yt Ryntng output value of 
industry was 31.12 billion yuan. This did not include the 
25.78 billion yuan gross output value of industrial enter- 
prises at the village level and below 


3. Amounts of chemical fertilizer applied. and output of 
chemical fertilizer and chemical pesticides were figured 
on the basis of 100 percent effective ingredients 


Sichuan Market Witnesses Recovery in May 
HK 1406121590 Chengdu Sichuan Provincial Service 
in Mandarin 0915 GMT 13 Jun 90 
weak for four months running. 


(rest) After ber 
‘s market y began to recover in May 


In May, the total volume of Sichuan’s social commodity 
retail sales stood at 4 246 billion yuan. representing a 
two percent imcrease over the previous month and a 4 14 
percent over the corresponding period of last year 


The total volume of consumer goods retail sales wit- 
nessed a 2.6 percent increase. while the total volume of 
production means retail sales witnessed a 9 4 percent 
imcrease over the previous month 


The urban market witnessed a more rapid recovery 
compared with the rural market. The total volume of 
commodity retail sales on the urban market reached | 58 
billion yuan, representing a 8 | percent increase over the 
corresponding period of last year Sichuan’s social group 
consumption reached 326 million yuan. representing an 
8.2 percent increase over the previous month 


Nevertheless, the total volume of commodity retail sales 
at or below county level dropped by 2.1 percent com- 
pared [as received] 


Commercial departments at al! levels spent | 2 billion 
yuan on purchasing farm and sideline products. repre- 
senting a S| percent increase over the corresponding 
period of last year 


The state plans to spend nore cash on purchasing farm 
and sideline products in June and July of this year 
Therefore. commercial departments at all levels must 
organize and send more readily marketable industrial 
products to the rural areas in the hope of invigorating 
and prospering the rural market 
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Yunnan Market Slump Analyzed 
VOC E02244 Kunming YUNNAN RIBAO in Chinese 
23 Apr 90 p? 


Article by Jin Fengyun (6855 7685 0061), 

(1728 0068 0342), and Kong Xianggeng (131 
438) 1649) “There are Two Sides to the Slump-—<a 
Tentative Analysis of the Market Slump in Yunnan 
Province™’| 
[Text] Events in the market are one of the indications of 
the state of the national economy. It 1s extremely impor- 
tant to appraise market phenomena accurately to guide 
the development of the national economy. 


Last year Yunnan Province adopted a series of measures 
aimed at improvement and rectification A “three-stage 
change” occurred throughout the entire market, and 
“things declined in three areas.” 


The first stage was the first quarter, in which things wen! 
from “hot” to “warm.” The rate of growth for total retail 
sales of social commodities for the entire province 
decreased from the 1988 figure of 32.4 percent to 21.4 
percent. The second stage was the second quarter, when 
things went from “warm” to “tepid.” The rate of growth 
for total retail sales of social commodities for the entire 
province dropped to 14.2 percent. The third stage was 
the period from July on, in which things went from 
“tepid” into a “slump.” The rate of growth for total 
retail sales of social commodities for the entire province 
in December was 3.5 percent. 


The first area in which things declined was the temper- 
ature of over'veated urban and rural demand. The second 
area of decline: the temperature of the overheated con- 
sumers’ market. The third area of decline: the scope of 
repeated fluctuations in the retail market and in price 
rises began to fall Market prices became more stable. 
and people's anxiety over prices was basically calmed. 


Two Sides to the Yunnan Market Stump 


The current market slump in Yunnan is conducive to 
economic development in one way, but in another way it 
has an adverse impact upon economic development 
This 1s demonstrated in three main ways: 


First, when the Yunnan market is said to be in a slump, 
it 18 IN Comparison with the overheated market that 
occurred in 1988. The rate of growth for total retail sales 
of social commodities throughout Yunnan was 2.7 per- 
cent im 1989. compared with the abnormally high 32.4 
percent for 1988. Cost of living expenses for urban and 
rural residents in Yunnan were 1,140.7 yuan in 1989. 
and per capita wages were |.880 yuan. This shows that 
market consumption and the people's standard of living 
are becoming more harmonious 


Second, the Yunnan market slump is the result of macro- 
economic retrenchment and measures to control excess 
consumer demand. The effects are most apparent in four 
areas |) Reducing the scale of fixed asset invesimen: has 
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social groups in Yunnan totalled 1.02 bi yua 
Adjusting for price inflation, this was a drop of 18 5 percent 
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areas and work units to readjust structurally and raise 
product quality. 


The current market slump has indeed had a negative 
impact on economic development in Yunnan Mainly a 
shortage of funds, an undersupply of some capital goods. 
excess inventories of some agricultural and sideline 
products, and sluggish sales of some industrial products 
have affected industrial and agricultural production and 
have caused difficulties for enterprises and peasants 


We Must Treat Different Aspects of the Stomping 
Market in Different Ways 


We must attain an accurate understanding of the state of our 
market. From the standpoint of policy and ideology. we 
must understand specific problems involved in the market 
slump We must correctly handle three relationships 


With respect to financial policy, we must correctly handle 
the relationship between the reduced money supply and 
support of key enterprises, avoid treating everything the 
same. and ensure positive results from the reduced moncy 
supply. in a planned commodity economy, interest rates are 
an important lever of macroeconomic control. Changes in 
the interest raic can regulate the relationship of supply and 
demand for funds. Reducing interest rates can enable the 
economy to expand. Raising interest rates can make the 
economy contract. Therefore. in the area of financial policy. 
we must support the program of reducing the moncy supply. 
and support key enterprises and “old, border, minority, and 
poor” areas. We musi implement a policy of different 
interest rates 
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must 
people make big profits by exploiting others. buy and sell 
up prices. Al the same time, the 
should aggressively set up agricultural markets in 
producers and sellers come face to face The province 
should also work hard to set up corporations with joint 
operations and various types of trading centers. The prov- 
ince should protect and support trading entitres which are 
beneficial to producers and consumers. and should establish 
a market system which links cities with the countryside. and 
which facilitates communication between producers and 


The third relationship involves how the province deals with 
slow-selling commodities It must correctly handle relation- 
ships between inferior commodities. on the one hand. and 
products and high quality consumer goods. on the 
one hand. and agricultural and sideline products. energy 
resources, capital goods. and other commodities |i should 
be considered normal when sales of poorly made. low 
quality products are sluggish. but not so when this occurs 
with necessary and high-quality products. The latter 
problem should be resolved Agricultural and sideline prod. 
ucts, especially such basic necessities as grains and meats. 
have an impact upon social stability Even if a problem that 
1s limited in scope crops up, the province should use funds 
and policies to preserve stability As for energy resources. 
capital goods, and other commodities. the province should 
concentrate on protecting the former 


In shori, we must adapt a positive attitude as we face a 
market slump. fully recognize that there are two sides to the 
issue and take advantage of the current drop in the growth 
rate to vigorously readjust industry and the product mix. 
and protect key indusines and products We must continuc 
to revitalize circulation. improve product sales, capand 
domestic and foreign markets. and solve the problem of 
unmarketable inventories of agricultural and sideline prod- 
ucts as quickly as possible 


Problem of Imported Equipment Absorption in Yunnan 
QOCE0212A Kunmine YUNNAN RIBAO in Chinese 
15 Apr 90 p 2 


[Article in “Working Research” column by Zhang Kaihan 
(1728 7030 3352): “Digesting Imported Technologies. 
Raising the Equipment Utilization Coefficient} 


[Text] Under the guidance of the line of the Third 
Plenary Session of the | ith CPC Central Committee. 
Yunnan has established a guiding ideology that dc pends 
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on technological progres. effects technological transfor. 
mation, improves product quality, lowers materials con- 
sumption, and increases economic results Thus. Yun- 
nan's tobacco industry has imported a fairly large 
amount of equipment. Over the past 10 years the prov- 
ince has invested 750 million yuan in Renminti and 
used $140 million in foreign exchange to import one 
tobacco leaf composite flue-curing production line with 
an annual production capacity of 600.000 dan. seven cut 
tobacco-making production lines with an annual produc- 
tion capacity of 2.4 million boxes, 187 cigarette rolling 
units (sets) with an annual production capacity of | 96 
million boxes. and 123 packaging units (sets) with an 
annual production capacity of 800,000 boxes 


Following the importatin of equipment and their being 
pul into production, to effect a rise in output of the 
cigaretic industry by laying a good maternal and tech- 
nical foundation for specializing in quality. readjusting 
the structure, and imcreasing profits. so that the prov. 
ince’s cigaretic industry shows its talent daily. and the 
cigaretics quality and packaging make people treat them 
with increased respect. the speed of the readjustment of 
the product structure has been astonishing. and its 
economic results have risen to first place in China's 
tobacco industry and the industry has become an impor. 
tant pillar in Yunnan’s economy and financial income 
In 1988 Yurnan’'s cigaretic output reached 3.549 million 
boxes. 3.4 tymes that of 198! and imported equipment 
undertook more than half of .1.e production. the output 
value was 3.! billion yuan. 3.7 tomes that of 1981: 
taxable profits were 4.29 billion yuan. 7.6 tumes that of 
1981. among which the taxable profits on cigareties were 
3.443 billion yuan, and 85 percent of 11 was realized by 
dependence on imported equipment. and the output of 
filter-ip cigareties was | 42 million boxes, 20.8 times 
that of 1981. of which 95 percent was produced by 


imported equipment 


However, we must soberly sce that. with regard to the 
present level of actual use and management of imported 
equipment, we cannot fully conform to the wishes of the 
people. that there still exist many prominent and even 
mortal problems. and that, speaking as a wholc. the level 
18 fairly low. a situation that 1s reflected in concentrated 
fashion in the imported equipment’s low effective utili- 
zation rate and low actual machine-time production 
efficiency. This problem is often easily concealed by the 
big growth in the total output and total profits of 
cigareties, and there is not a full consciousness that our 
present high output and high profits are obtained under 
circumstances in which the equipment’s production rate 
is very low, and there is a dependence on putting in a 
large amount of new equipment and lengthening the 
work time. What 1s more serious is that the attention of 
many people is pul on continuing the importation of a 
large ammount of equipment. and the focus of attention is 
not pul on improving the digestion and absorption of 
imported equipment and on the effective utilization rate 
of the equipment. Relevant data shows: the effective 
utilization rate of imported equipment on average for 
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duction efficiency of Yunnan's imported equipment has 
not yet reached the 40 percent level. 

If 4 8 said that the low efficiency reflects the 
main problems in using equipment. then in the 
state of it a latent crisis for the 
equipment itself the increase in utilization 
time, there was a drop in technical performance of 
part of the imported ‘ 


be appropriately and timely safeguarded and repaired. 
and part of the equipment for a long time has been 
operated despite being in poor condition. causing a drop 
in the technical state of some of the imported equipment 
All of this adversely affects the current production 
efficiency of the imported equipment, and creates an 
extremely threatening potential crisis for the equipment 
in the future 


We raise these problems not to blame anyone. the idea 1s 
to change Yunnan's cigarette-making enterprises’ 


“craze” for importing equipment to their “craze” for 
digesting and absorbing imported equipment. that 1s. 
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changing the focal point from only pursuing large-scale 
importation of equipment to the focal point of 


the digestion and absorption of imported 


rette-making units (sets) It could both reduce the outlay 


in foreign exchange by $12.6 million and add 64.33 
million im taxable profits for the state It could also 
further satisfy consumer needs and mitigate the contra 
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Chinese-forcign joint venture heavy repair plants and 
parts supply centers for imported equipment in order to 


time all enterprises must, in many directions and 
through many channels. seck ways for the solution of 
problems. and. in line with their different demands and 
degrees of processing difficulty. separately adopt mea- 


import permits and other ways. strive for solutions In 
addition. with regard to the production, processing. and 
printing of the relevant materials and supplementary 
materials used by the imported equipment. must 
guarantee the quality and reduce the adverse of 
supplementary materials on equipment efficiency 
Fourth. create the necessary external environment for 
the use of imported equipment. support and maintain 
the imported equipment well, and strive to reduce the 
number of equipment breakdowns Fifth. practice the 
method of fixed-place management and enhance the 
on-the-spot management of equipment Throughly ana- 
lyze and study the production scene, mdustrial order. 
movements and methods. propertly arrange all things on 
the industrial scene. and adjust and improve the places. 
improving the relations between man and material, man 
and scene. and material and place Sixth. establish and 
perfect various equipment management responsibility 
systems, list equipment responsibility objectives in the 
factory director term-of-office objective responsibility 
system. link up the main technical indices of equipment 
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management with enterprise upgrading. conscrentiously = pretax charge. and reckless granting of cred’: oocason- 

—Pr-~-- gj} 4, ~4 4 ally occurs, these, too. reduce state reveny.s, indirectly 

award oo work, and arouse the ‘We urgently need to find an effective way to resolve all of 
enthusiasm Se ee cae a these problems 

comprehensive management system equipment in 

which leaders at all levels are concerned and take seri. The separation of taxes and profits, which is being 

ously. in which relevant departments coordinate and —- carried out experimentally in a few cities, may help to 

cooperate. and in which all personne! and all processes in eMSure stable growth in state revenues Tax-profit sepa- 

the enterprise take part ration means separating the income the state obtains as 

taxation on enterprises, which the state receives as the 

—, £4 _,$ Uh ~1 4 TY 

NCE enterprises as profits on asects it owns Tax 

FINA BANKING profit separation transcends the old approach followed 


Separation of Tax, Profit Remittance Advocated 


VOC EO038A Bevying JINGH YU GUANLI YANHIU 
/RESEARCH ON ECONOMICS AND 
MANAGEMENT] in Chinese No 1, 8 Feb 90 pp 22-24 


[Article by He Jichuan (0149 3444 1557): “An Effective 
Way To Achieve Stable Growth in State Revenues. 


China is in the midst of a major wave of reform, and the 
external environment which 


between enterprises and the state First. the carnings of 
some large. key firms that once had been very profitable 
and bear heavy remittance quotas plummeted as a result 
of the effects of prices and wage readjustments and other 
factors, severely undermining the firms’ ability to make 
‘heir remittances. Second, some firms that had been 
inefficient, suffered major losses, and had no remittance 
quotas or little ability to make remittances received great 
increases in profits as a result of changes in market 
conditions, price rises. and other factors. yet the state has 
not benefited Third. some enterprises suffered losses 
owing 10 poor management or their inability to cope with 
the tremendous external pressure to which they have 
been subjected. making them unable to fulfill their 
contracts, thus reducing state revenues. The replacemen: 
of taxes by rigidly set remittance base figures has caused 
tax department monitoring of enterprise operations to 
slacken, which also has led to great erosion of state 
revenues. Furthermore. responsibility contracting has 
not touched the practice of treating loan repayment as a 
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How does tax-profit separation stably increase state 
revenues” 


1 Collecting income tax in accordance with how much 


Since the the Third Plenum of the | lth CPC Central 
Committee, state enterprises have carned out such 
reforms as the two-step change from profit to tax remit- 
tance and management responsibility contracting These 
reforms have played a positive role in motivating enter- 
fr i8e8. Promoting growth in production. invigorating the 
economy. and the like Nevertheless. both the shift 

profit to tax remittance and remittance of contract 
quotas, even when made in full, lump together and 
confuse the concepts of “taxes” and “profits” People 
think of state enterprises as state-run and of both the 
profits and taxes the firms remit as profits. a view that in 
reality treats the state as merely the owner of state 
enterprises. whereas profit. which 1s earnings on assets. 
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how enterprise operations go. taxes must be remitted in 
of the situation. enterprises must keep 


full 

the of the state in mind. For the state, as manage: 
of society and macroeconomic regulator, bears the 
responsibility for managing the entire society and for 
regulating the economy Consolidation of political 
power, social development. improvement in living stan- 
dards. strengthening of national defense. and the like to 
. Fequire that the state continually augment 
its sal resources. If we make profit ievels the basis 
of taxation, we can ensure that state revenues from 
enterprises will stably increase, for in most cases enter- 
prises will carn more and more profits as output 
expands. Naturally, if profits are the basis of taxation. 
income taxes, levied at a uniform rate on enterprises. are 
bound to imecrease. Generally speaking. taxcs form a 
much more important source of revenues than do profit 
remittances under the profit-tax separation program 
Stable growth im tax revenues thus provides the most 
important guarantee that the revenues the state receives 


= 


from enterprises will increase 
2 Changing loan yment from a pretax to an after-tax 
charge indirectly litates growth in state revenues 


During the move, in the reform of the earnings distribu- 
tion relationship between the state and enterprises. from 
the granting of retained profits to enterprises to the 
two-step transition from profit to tax remittance. enter- 
prises gradually began to be permitted to write off the 
loans they used to invest in fixed pssets as a pretax 
charge, using the system of redeemed net income 
accruing from loans. known in short as pretax loan 
repayment. This 1s popular among enterprises. 
for the accrued used to repay loans for investment 
in fixed assets in fact amounts to a state grant of an 
income tax abatement to enterprises, which 1s to say that 
the state uses this collectable but uncollected income tax 
to help firms adding fixed assets repay some of their 
loans. While this practice certainly does give enterprises 
incentive to undertake technological transformation. 11 
also eliminates some of the guarantee of stable growth in 
income tax revenues. Especially important. the various 
problems that plague the practice have caused unaccept- 
able erosion of income tax revenue. In making invest- 
ment decisions, some enterprises fail to carry out careful 
feasibility studies or market surveys or even cost 
accounting. Once completed, some of these projects far! 
to go into production on schedule either because they 
lack the necessary equipment or raw materials or 
because their technology is substandard. the products of 
some of these projects cannot be marketed because therr 
quality does not meet requirements. and other projects 
end up with unsalable goods duc to changes in market 
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conditions. and so on When enterprises write off as 
pretax loan repayment such additions of fixed assets, 
which do not increase profit or even reduce profits, the 
firms in actually write off some of their old profits, on 
which income tax ought to be paid, instead. Stull worse, 
some enterprises have employed the underhanded gim- 
mick of simultaneous borrowing and repayment. com- 
pleting the procedures for taking out and repaying oank 
loans at the same time, thereby diverting some of their 
existing profits for unauthorized investment in fixed 
assets. Pretax writeoff of loan repayment has increased 
enterprise appetite for investment. fueled rash invest. 
ment. and caused returns on investment to deteriorate. 
With respect to the state budget, not only does this 
practice reduce state revenues during the year of the 
writeoff, there 1s not even an assurance that the fixed 
assets added through such investment will produce a 
source of steadily growing tax revenues. If we make loan 
repayment an afler-tax charge. the state would no longer 
use income tax to help enterprises repay their debi. 
transform investment from a responsibility shared by the 
state and by enterprises to one borne solely by enter- 
prises. and gradually shift the role of investment to a 
single entity This approach would force enterprises to 
consider optimal returns on investment, naturally curb 
the rash impulse to invest. certainh, check appetite for 
investment, and effectively cure the common maladies 
of ballooning investment and declining returns thereon. 
As for the state budget. this approach will not only 
facilitate stable growth in income tax revenues but also 
help create a long-term and stable source of tax revenues. 
as the principle of achieving optimal returns on invest- 
ment in fixed asscts 1s realized 


3 Reducing enterprise tax burdens will help nurture tax 
sources for the state The tax-profit separation program 
has adopted two important measures to reduce enter- 
prise tax burdens. The first is reduction in income tex 
rates. Yiyang changed the 55 percent rate for large and 
medium firms and the 8-bracket progressive system for 
small firms to a uniform five-bracket progressive tax for 
all firms, large. medium, or small. The lowest bracket, 
for annual profits of 10,000 yuan or less, is 10 percent: 
the highest. for earnings of 200,000 yuan or more, is 35 
percent. The highest rate under this system is 20 per- 
centage points lower than that of the previous system. 
Measured against the profits the 25 enterprises partici- 
pating in Yiyang’s pilot program earned in 1988, the 
firms paid an average tax of 21.5 percent that year, a 
32 47 percent reduction from the rate paid under respon- 
sibility contracts. The second measure employed in the 
program is abolition of the regulatory business tax. This 
tax. which was levied at the same rate on all enterprises. 
was completcly abolished as taxes and profits were 
separated, a move that greatly increased the amount of 
profits enterprises retain. The 25 participants in Yiy- 
ang’s pilot reform retained as much as 13.601 million 
yuan in 1988. a rise of 171.2 percent over the previous 
year and a net imcrease of 52.7 percent when loan 
repayment. charged aficr-tax. 1s deducted. With more 
retained profits. enterprises and employees have much 
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greater incentive, and enterprises enjoy greater ability to 
expand reproduction Al! of these things facilitate 
improvement in enterprise productivity and economic 
efficiency and. of course, help nurture tax sources for the 
state 


4 Invigorate tax departments, strengthen management of 
tax collection, and nurture tax sources’ An important 
principle of tax-profit separation is to make enterprise 
earnings the target of taxation. which compels tax 
departments to strengthen their economic monitoring of 
the targets of taxation. Under management respons:- 
bility contracting, which lumps taxes and profits 
together, contract restraints weaken tax department eco- 
nomic Monitoring. sometimes even making such over- 
sight optional. giving enterprises operating unlawfully 
opportunities to explon and croding state tax revenues 
Tax-profit separation greatly enhances the role of tax 
departments as economic levers These departments on 
the one hand have to effect regular, systematized mon:- 
toring of enterprise economic activity and prevent over- 
statement of costs. under-reporting of income, and other 
fraudulent behavior. on the other hand, they help in a 
variety of ways enterprises to improve their management 
and efficrency. In the one-plus year in which Yiyang has 
experimented with tax-profit separation. the city’s tax 
departments have collected through audits of enterprises 
participating in the reform 240,000 yuan in underpaid 
income tax, provided enterprises with 176 suggestions 
on how to rationalize and improve their management. 
promoted improvement in enterprise efficiency. and 
nurtured sources of tax revenues for the state 


S After-tax contracting ensures stable growth in the revenues 
the state obtains from earnings on its assets As stated above. 
besides taxes. state revenue from state-owned firms prac- 
ticing tax-profit separation also includes profits Generally 
speaking. the contract base figure for after-tax contracting 1s 
the amount that 1s lef after loan repayment 1s deducted 
from after-tax profits and the amount that remains after the 
enterprise retains a reasonable share of profits. Enterprises 
sign contracts with the state on the basis of this figure and of 
their varying circumstances. The forms employed include 
stepped increases in profil remittance quotas. base figures. 
sharing of extra-quota profits. fixed quotas. and propor- 
tional quotas. At the current stage. in which the experiment 
with tax-profit separation has just commenced. Yiyang has 
taken into account the facts that the foundations of the 
participating enterprises are weak and that the firms face 
heavy tasks in effecting technological transformation and 
does not require that the firms contract to remit any of the 
profits remaining after the firms pay the income taxes 
provided for in the tax-profit separation program but rather 
that the firms transfer specified shares of their profits into 
various funds However. the city does require that a handful 
of firms showing especially good carnings remit. depending 
on their respective circumstances, specified shares up to 20 
percent of the remainder of their afler-tax earnings once 
approved profit-retention and loan-repayment base figures 
are deducted. Naturally. these measures are cxpedients 
employed in the process of experimentation Once tax-profit 
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separation gets on track, each enterprise should pay the full 
amount of profits and taxes provided for in the enterprise's 
after-tax profit remittance contract, which represents the 
amount of the state's earnings from its assets, so as to ensure 
steady growth in state revenues. 
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Structural Similarity Promotes Poor Development 
VOCE O177A Bevyine JINGII CANKAO in Chinese 
3S Apr Wpa 


{Article by Chen Xiang (7115 5046): “Analysis of the 
Principal Reasons Why Local Industries Tend To Be 
Similar in Structure] 


[Text] The trend to similarity in local industrial struc- 
tures 1s a reflection of the domestic economic imbalance 
among localities, and 1s a sticking point in adjustment of 
the industrial structure. This trend to similarity 1s man- 
ifested chiefly in the various localities not giving a 
though to their own conditions, generally competing for 
development and high added value processing indus- 
tries, which makes each locality start out from different 
economic and technical starting points. and ultrmately 
going the route of structural similarity. After the State 
Counci! announced its industrial policy, as cach locality 
was deciding on its leading industry, there was still a 
developmental trend to similarity. concentrated gener- 
ally in the four major industries of textiles, food prod- 
ucts, machinery. and chemicals. The formation of this 
trend to similarity 1s the result of various factors coming 
together. specifically. the following several reasons 


Along with the growing trend to localize economic 
development. each locality initially formed a distinct. 
comprehensive, economic developmental force. this was 
a necessary condition for forming structural similarity. 
Along with the deepening reform of the economic 
system, the economic management authority of depart- 
ments grew weaker and that of localities grew stronger 
This led to a situation where profits and investments 
were for the most part pluralized. Each local government 
established a level of benefits for its specific locality, so 
that the traditional division of the work arrangement in 
these localities began breaking up, and a significant 
number of localities had the definite authority and 
capability to arrange for comprehensive development 
and implementing investment on their own. However. in 
a situation where macroeconomic benefit adjustment 
measures are still imperfect, since the attainment of local 
profits stimulated the local governments’ specific aware- 
ness. it also stimulated competition for profits among the 
localities. Each locality. under the impetus of its own 
profit mechanism. competed with one another in the 
quest for general processing industries which have a high 
added value, making for a similar trend in local devel- 
opment towards high value-added industries in the evo- 
lution of their industrial structure 
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For the most part, the local fiscal responsibility system 
strengthened localities’ profits within a short period of 
time. Since 1980, when the local fiscal responsibility 
system was put into effect, local profits have grown 
steadily, while fiscal accomplishment became an impor- 
tant content in assessing local governments. Under these 
conditions. local governments would on the one hand do 
all they could to accomplish their fiscal responsibility 
missions, while on the other hand, after the local fiscal 
responsibility was put into effect, the standard of living 
of each locality’s inhabitants was coupled with that 
locality's finances. Moreover, these finances were also 
directly interrelated with enterprise profits. so that the 
maximization of profits also became an essential pursuit 
for the localities. Under conditions of price swings, each 
locality was forced to limit as much as possible their 
quest for added-value by processing, as in the small 
input, fast results and big profits trend of the high value 
added processing industry. The processing industry's 
course of development can cause an even fiercer 
scramble for resources, and this scramble for resources 
must be followed by an economic blockade among the 
localities. Conversely, this can also encourage individual 
systems, a developmental trend towards similarity. 


During the past several years, the state policy on localities 
and industrnes has been insufficiently perfected. too weak a 
measure for regulating the arrangement of industries among 
localities. In recent years, the national policy on localities 
has been heavily tilted towards localities—putting emphasis 
on encouraging development in certain localities would spur 
development in other localities. At the same time certain 
localities were benefitting from favorable policies, they were 
not made to assume the corresponding responsibilities and 
obligations. This created a contradiction whereby various 
localities falling under the national policy of encouragement 
were faced with unequal and equal burdens of responsibil- 
ities and obligations. Some coastal development regions 
that received favorable treatment under the national policy 
of encouragement failed to do their utmost to develop high 
technology industry or an export-oriented economy. while 
still firmly entrenched on the basic position of processing. 
onented to the domestic market. Some localities that have 
less firm economic and technological bases also have not 
added sufficient strength even for the processing industry. 
The state has still not formed a policy that effectively 
regulates benefits among localities. The intent of the indus- 
trial policy currently in effect is to perfect the overall 
industnal structure nationwide, to provide support and 
restrictions concerning indusines and products throughout 
the range of industrial sectors and products. Meanwhile. 
they have not fully looked into industrial space allocation. 
still lack policies on how localities and industries can 
complement each other, and still cannot achieve the fol- 
lowing two divisions of work. This will lead to a division of 
work between industries and localities, as well as a special- 
ized divis on of work between them. This continues the 
developmental trend to similarity 


The imperfections of the price system and the imperfect 
formation of market mechanisms created the existing and 
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developing external environment for the structural simi- 
larity in the various local industries. Because of an illogical 
pricing system, those localities which were relatively supe- 
rior were still incapable of full accomplishment, and there 
were senous variations in the profit relationships across 
SS eS See 
di tiated on the basis of imports of low-priced raw 
materials and on financial payments to higher authorities as 
benefits coming in and going out Moreover. the state's 
compensation measures arc also imperfect, so that some 
provinces that are leaders in resources inevitably lost 
interest in developing basic industries. Al the same time, the 
imperfect market mechanisms and the lack of normal com- 
petition also caused some of the more technologically back- 
ward localities to retain some of their general processing 
industries. On the one hand. those which had attained 
superiority maintained their grip on the market, on the 
other hand, those which had not attained superiority could 
carve out a part of the market by noneconomic means. As 
for those industries which are highly dependent upon 
resources, because the price of resources was too low and the 
state will make allocations and transfers at a low price, both 
ihe resource-producing areas and the areas distant from the 
resource-producing areas possess the prerequisites for devel- 
oping that industry As for some newly-emerging processing 
industries. whether driven by profits. or rushing headlong 
into activity, or duplicating imports, in a rational division of 
work among localities, pricing and market factors have not 
been utilized as they should coordinate industries. 


In the historical view, the economic structures of those 
localities which formed their own systems over a long 
period of time have a motion inertia. For a long time 
after the founding of the People’s Republic, our leading 
thought in local economics stressed that each locality 
should form its own system, develop completely, con- 
duct independent operations. so each locality formed its 
own systematic structure. After the Third Plenary Ses- 
sion of the | ith Party Central Committee, we began to 
put more emphasis on bringing into full play the the 
st hs of each locality, striving for macroeconomic 
ts, emphasizing division of work and coordination 
among localities, according to the coordinated needs of 
socialized mass production and specialized division of 
work, smashing the closed model local economic struc- 
ture. However, for a long time the self-formed systems’ 
economic motion already formed a reserve foundation, 
the various localities’ reserve structures were greater in 
their similarities than in their differences, providing a 
definite material foundation for later similarities in 
development, making it even easier for newly formed 
local economic structures to adopt similar industries. 


We should note a problem here: the limitations of 
economic development levels and the manufacturing 
process itself require that cach locality’s industries be 
somewhat similar in structure, in the direction of some 
large quantity, difficult to stockpile. high consumption. 
low-cost per unit industries and products, i 1s impos- 
sible to overemphasize division of work among locali- 
ties, and it 1s also not in keeping with economic laws. 
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Moreover, in some indurtries and products where the 
scope of economic bene is More obvious. the techno- 
logical level is higher, and the distribution of resources 
among localities is un qual, so that the similarities carry 
with them even more vegative influences, while in China 
the local industries ere even now moving towards these 
industrial similer:tics. This was created over a long time 
by such factors as the system of organization, policies, 
and our leading thought, it is not an objective require- 
ment in the course of economic motion. 


Structural similarity at the very least causes the following 
unfavorable influences national economic development: 


|. There are sharp contradictions between basic industries 
and processing industries. Similarities are characterized by 
maximum short-term benefits and along with them conten- 
tion for and blocking off of resources. On the one hand, the 
too-rapid development of processing industries has greatly 
increased the requirements of basic industries, on the other 
hand, the quest for quick success and short-term results also 
restricted the development of basic industries to a great 
extent, making the contradiction between processing and 
basic industries even more prominent. 


2. It has caused a double loss: the scale of economic 
benefits from local economies and the benefits from 
division of work. When the conditions are similar, 
coordinated division of work among localities is difficult 
to carry out over wide areas, and a structure in which 
industries are popping up all over the place also limits 
expansion of the industrial structure. For example, in 
recent years there has been a surge in various localities of 
color TV and refrigerator production lines, really 
forming the scale of economic benefits into the smallest 


3. It has intensified economic frictions and economic block- 
ades among localities. Because of the too-rapid develop- 
ment of the processing industries, limited resources are 
accordingly insufficient, to realize their local profits, 
resources, energy, funding and technology have become 
objects of contention among localities, and the accompa- 
nying competition leads inevitably to localities blocking 
each other from resources and carving up the market. 


Interview With Light Industry Ministry Official 
9OCE0214A Beijing RENMIN RIBAO OVERSEAS 
EDITION in Chinese 19 Apr 90 p 3 


[Article by staff reporter Peng Jialing (1756 0857 7117): 
“Science and Technology Are the Guide for the Vigorous 
Development of Light Industry—Interview With Zhang 
Yujie (1728 1342 0267), Director of the Science and Tech- 
nology Department in the Ministry of Light Industry”] 


[Text] [Reporter] Under the circumstances of the current 
market slump, how can light industry leap out of the slump” 


[Zhang Yujie] What is called a market slump is a 
situation in which things are not sold. But is there really 
a glut of things? I think not. Speaking of light industry 
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products, it is not the case that there are too many things 
that do not sell, but rather it is the case that the consumer 
goods we produce do not completely satisfy the con- 
sumers’ demand. Speaking of the exhibition meeting to 
assess and market new light industry products that was 
held in December last year, there were many visitors and 
customers, and every day they formed a long line waiting 
to enter the exhibition hall. Business in the marketing 
exhibition room was quite good. As expected, factory 
owners from all provinces and cities came to the exhibi- 
tion. From this we conclude that there is a great potential 
to be tapped on the light industry product market, and 
the key is the renewal and replacement of products. 
Incidentally, why in the past several years have “foreign” 
goods been able to flood the domestic market? Isn't it 
because they are new, rare, and of high practical value! 


I note this phenomenon: Under the circumstances of the 
current market slump, all enterprises that are run well, 
besides those in which the level of management is fairly 
high, more importantly are run well because of the 
enterprise's technological progress, its meeting the 
market demand, and its not having overstocked prod- 
ucts. Therefore, through survey and research on the 
market and on enterprises, we have reached the conclu- 
sion that the market slump phenomenon more clearly 
shows the importance of science and technology, and 
that only by depending on science and technology can we 
help the enterprises to tide over their difficulty. 


[Reporter] Could you please discuss the situation with 
respect to Japan's serious attention to the guiding role of 
science and technology? 


[Zhang Yujie] | formerly worked for the State Science 
and Technology Commission, and, afier going to Japan. 
| paid a great deal of attention to the situation with 
respect to the scientific and technological development 
of Japanese enterprises. The proportion of their total 
output value set aside for scientific research by Japanese 
enterprises is many times that of ours in China. Between 
their enterprises strict secrecy is maintained, but new 
technologies and new products very quickly spread out 
in the open, promoting technological competition and 
progress in all of the industry. 


[Reporter] Please discuss the situation with respect to 
science and technology in China's light industry and the 
scientific and technological measures to vigorously 
develop China's light industry. 


[Zhang Yujie] China's light industry developed from 
handicraft industry, and its foundation is weak. There 
are many small- and medium-sized enterprises, many 
collective enterprises, and many township and town 
enterprises. Some enterprises, proceeding from their 
immediate interests, do not attach importance to tech- 
nological progress, do not consider investment for tech- 
nological transformation and the renewal of products, 
and their structure is one in which the products do not 
satisfy the need. Of course, funds are a problem. 
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Therefore, the main battlefield for the technological 
progress of light industry is the enterprise, and the 
starting point of the enterprise's technological progress 
also lies in the utilization of technology and the devel- 
opment of new products. 


{Reporter} Over the past two years the Ministry of Light 
Industry has attached a lot of importance to the scientific 
and technological activities of light industry. Can you 
give a specific briefing on this? 


{Zhang Yujie] Yes. At the end of March this year, in the 
ministry there was held a scientific and technological 
work conference, which was on the largest scale, of the 
light industry system. Taking part, subordinate to the 
ministry, were more than 30 light industry research 
institutes, eight large colleges and schools, eight design 
institutes, and 35 key enterprises (groups). It set up an 
all-China light industry new product development coor- 
dination network, prepared to set up an all-China light 
industry design coordination network, and planned in 
Beijing to develop a light industry new product exhibit 
and assessment department. The ministry has allocated a 
special fund for the development of new products and 
new technologies. It 1s formulating ways to manage, keep 
Statistics On, examine, and award new products, and ts 
compiling a technological catalogue to encourage the 
development of new products and new technologies, and 
to restrict and eliminate through selection products, 
which will be published once at the end of every year. It 
is promoting the technological progress of enterprises, 
and choosing and commending a number of scientific 
and technological forerunner enterprises. The ministry is 
changing its concepts, changing its functions, and 
changing its work style in order to really serve the 
enterprises. A technology committee will be set up in the 
Ministry of Light Industry, and it will unify and coordi- 
nate all links in the scientific and technological work of 
the ministry. At the end of this year it will hold the “First 
Light Industry Fair,” at which there will be a Science and 
Technology Hall, and at the same time it will hold the 
second Scientific and Technological Activities Week. 
And so forth and so on. 


[Reporter] Last year China's exports of light industry 
products increased 20 percent. Does this show that our 
technological capability for light industry products has 
been strengthened and that our competitive strength 
abroad has been increased” 


[Zhang Yujie] In recent years, by getting a grip on 
technological progress, the number of new light industry 
products has increased and our competitive strength on 
the international market has increased, but the situation 
is still far from satisfactory. Last year there was an 
increase in exported light industry products, a very big 
part of which was a quantitative increase. There were 
many traditional products (mainly in the |! big types of 
the principal light industry exported products). Although 
some of the traditional products had been improved in 
the industrial art, technological, and functional aspects, 
and even more of them had gone on the international 
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market. From a look at all of the light industry exported 
products, we see that there are still not many high-grade, 
high add-on value products. This precisely shows that 
light industry, with science and technology as its guide, 
has become a problem that urgently needs to be solved, 
and light industry's development of new technologies 
and new products also brooks no delay. 


COMMERCE 


Shanghai's Current Market Problems, 
Countermeasures 


9OCE005 2A Shanghai SHANGHAI JINGJI 
/SHANGHATS ECONOMY] in Chinese No 1. 
30 Jan 90 pp 19-22, 57 


[Article by Xiao Kerong (5135 0344 2837) of the 
Shanghai Academy of Social Sciences; Responsible edi- 
tors: Li Xinsheng (202! 2450 3932) and Gong Xuelin 
(7895 7185 2651): “Shanghai's Current Market Prob- 
lems and Countermeasures”’] 


[Text] The major features of Shanghai's market in 1988 
were repeated price rises, frequent waves of panic 
buying, a large rise in sales, all commodities being in 
short supply and great demand, and a sharp drop in 
people's bank savings. But due to the gradual implemen- 
tation of the policy of improving the economic environ- 
ment and rectifying the economic order in 1989, Shang- 
hai's market acquired the totally different features of 
brisk commodity sales slumping, rising prices falling 
again, low commodity stocks increasing, and people 
changing their hedges against inflation from buying 
goods to saving money. Although these changes have 
played a positive role in easing the conflict between 
supply and demand, stabilizing the market and prices, 
and reassuring the public, it should be realized that 
current market conditions are still very grim, and many 
difficulties and problems still exist. 


1. The Conflict of Demand Exceeding Supply Has Cer- 
tainly Not Been Truly Eased: Although many factors are 
playing a joint role in causing the current slump in 
market sales in Shanghai and even throughout the PRC, 
! think that the following two major ones are playing the 
decisive role: 1) Tightening of credit is the most effective 
means that the state is using to enhance macroeconomic 
control, because it has the immediate effect of forcing 
enterprises to clear out their inventories, which is 
increasing effective market supplies. 2) Raising interest 
rates on bank savings deposits is diverting people's 
purchasing power from actual purchasing power to 
potential purchasing power. By the end of September 
1989, urban and rural residents throughout the PRC had 
100 billion yuan, or 26.3 percent, more savings deposits 
than at the beginning of the year, 80 percent of which 
were a hedge against inflation. In addition, the impact of 
the psychological role of consumer backlash, suddenly 
eased the previous shortage of market supplies and 
produced the current sales slump. However, it absolutely 
must not be thought that this has improved market 
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conditions, brought about a buyer's market, or put the 
market into normal operation. In fact, although our 1990 
GVIO [Gross Value Industrial Output] has increased 
again after the overly rapid rate of growth in 1989 and 
our agricultural production is also going well, they are 
still inadequate to meet the needs of our excessive 
purchasing power. Moreover, although our capital 
investment and consumer fund growth rates have 
slowed, they are still not low enough. Thus, the conflicts 
between supply and demand are still very great. The 
Ministry of Commerce has estimated that the 1989 
commodity supply shortage throughout the PRC reached 
approximately 80 billion yuan, with Shanghai's also 
amounting to some billions of yuan. It is thus clear that 
the current easing of the conflicts between supply and 
demand. and even the sales slump which has occurred, 
are merely temporary and superficial phenomena, and 
that the true conflict of demand exceeding supply has 
certainly not been resolved. We must clearly understand 
that new market fluctuations may occur if we are even 
slightly careless. 


2. The Difficulties Confronting Industrial Production Are 
Affecting Commodity Supplies: The industrial produc- 
tion sector is now encountering the following three major 
conflicts: |) a shortage of circulating funds; 2) marketing 
problems, 3) huge shortages of raw materials, especially 
farm produce and minerals, and steady price rises. These 
three glaring conflicts are putting agricultural producers 
in the dilemma that, if they advance, will be unable to 
sell the products that they produce, which will both 
ground their funds and make it impossible to improve 
their economic efficiency; if they retreat, they will be 
unable to meet their contracted quotas, which will cause 
the state, enterprises,staff members, and workers all to 
sustain losses. The point at which these three conflicts 
intersect is the sales slump, which makes enterprises 
unable to recover their circulating funds in time, leaves 
them no money with which to buy raw materials even 
when they are available, and makes it difficult for them 
to carry out reproduction. A major factor in the current 
severe loan arrears among enterprises, is that goods 
payments cannot be made in time because products 
cannot be sold, which ultimately makes enterprises shut 
down or reduce output. This predicament has already 
appeared in Shanghai's industrial production. Although 
Shanghai's GVIO rose each month between March and 
June in 1989, passing the 10-billion-yuan mark, it fell 
again each month beginning in July, with the decreases 
in July, August, and September amounting to 3.64 
percent, 0.33 percent, and 2.55 percent, respectively. 
Moreover, Shanghai experienced an even greater drop in 
light industrial output value, which has a direct bearing 
on people's lives, with monthly decreases in July, 
August, and September 1989 amounting to 6.32 percent, 
3.55 percent, and 0.51 percent, respectively. After Sep- 
tember, light and heavy industry both declined. What 
made people particularly unxious was the especially 
critical decrease in the production of many previously 
hot-selling commodities. Comparing September 1989 
with September 1988. color tv output value dropped 
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82.3 percent, output value in the instruments and meters 
industry dropped 18.4 percent, output value in the 
computer industry dropped 33.3 percent, and the space 
communications industry operated 28.8 percent under 
capacity due to the unmarketability of products, such as 
household appliances, which resulted in deductions in 
the take-home pay of staff members and workers in an 
increasing number of enterprises. If prompt and effec 
tive steps are not taken to deal with this situation, not 
only will it have a very detrimental impact on overall 
national economic growth, but sources of market goods 
will be exhausted, which in turn, will result in severe 
market supply shortages. 


3. A Conflict Has Arisen Between Steadily Dropping 
Retail Market Prices and Steadily Increasing Enterprise 
Production Costs: In order to break out of their market 
sales slump and resolve the problem of inadequate 
circulating funds, both industrial and commercial enter- 
prises have been taking various steps to promote the sale 
of their goods for some time now. Many enterprises have 
also been using the easiest means of offering consumer 
incentives through conducting cut-rate sales contests. 
and have been trying a great variety of tricks, such as 
so-called concessions, cut-rate sales exhibitions, sales 
premiums, grand auctions, great cut-rates, and sales 
rebates. Thus, overall prices have been dropping month 
after month in recent months. However, market com- 
modity sales have still not picked up, and sales volume 
has not only not risen, but has dropped instead. A major 
reason for this is that consumers think that prices have 
still not been reduced enough, and that prices have been 
reduced mostly for unmarketable, overstocked. and 
inventoried goods, but certainly very little for commod- 
ities that truly suit their needs and whose prices have 
risen too high. The masses of people generally think that 
it would be best if overall prices fell to the level previous 
to 1988. However, the following factors have caused a 
sharp conflict between rising enterprise production, mar- 
keting costs, and steadily dropping retail prices in 1990: 
1) The prices of energy and raw materials have risen 
sharply. The capital goods price index throughout the 
PRC for the first half of 1989 was 28.4 percent higher 
than for the same period in 1988, of which 9.8 percent 
was due to new price increases in 1989, including a 
50-percent increase in the prices of minerals, such as 
coal, copper, aluminum, and sodium carbonate, and a 
more than 30-percent increase in those of building 
materials, such as rolled steel and cement. As raw 
materials generally account for 80 percent of the PRC 
manufacturing industry's production costs, these large 
price increases for energy and raw materials have been 
hard for enterprises to digest, and have inevitably caused 
production costs to rise. 2) Interest rates on bank loans 
have risen, and taxes and all other miscellaneous 
expenses have increased. Interest rates on bank loans 
rose from nine percent in 1988 to 11.34 percent in 1989. 
while those on interim borrowing rose 30 percent. The 
increases by tax collection departments in taxes, such as 
printing taxes, land use tacs, education surtaxes, and 
appreciation taxes on foreign manufactured products, in 
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addition to the increases in other miscellaneous 
expenses, further increased enterprise production costs. 
Under these conditions, enterprise economic efficiency 
dropped sharply even if products were sold at former 
prices, while selling them at reduced prices not only 
made things hard for enterprises, but caused even greater 
difficulties for national revenue. Meanwhile, the obvious 
difficulty was still how to break into commercial markets 
without reducing prices. 


How to enable Sha i's market to both free itself from 
the previous years of too brisk sales and also break out of 
its market slump since 1989 are issues that cannot be 
resolved simply by talking about the market in isolation 
from other factors. As the market is an overall reflection. 
of the national economy, many factors, such as the 
relations between macroeconomic and microeconomic 
policy, production and circulation, and the economy and 
society, which play a joint role in determining whether 
the market is “brisk” or “in a slump,” must be studied 
systematically and thoroughly and brought under overall 
control. Thus, | am suggesting countermeasures in the 
following two areas: 


I. Controlling Overall Demand and Increasing Overall 
Supply 


1. The Law of Currency Circulation Should Be Observed, 
and the Money Supply Should Be Strictly Controlled: 
Although the law of currency circulation is that com- 
modity supply determines money supply, our money 
supply has grown much faster than our commodity 
production and the amount of commodities that we have 
put into circulation since 1984. Our money supply 
increased 49.5 percent in 1984, 24.7 percent in 1985, 
23.3 percent in 1986, 20 percent in 1987, and 46 percent 
in 1988, which has left too much currency in circulation. 
This is the major reason why our overall demand has far 
surpassed our overall supply in recent years. In order to 
curb overall demand, it will be necessary to abide by the 
law of currency circulation and strictly control our 
money supply. The amount of money put into circula- 
tion should be limited by our economic growth rate, and 
particularly by the amount of commodities put on the 
market each year by the state. Neither the amount of 
consumer funds put into circulation, nor the amount of 
bank loans granted, should be allowed to exceed this 
limitation. 


2. Investment in Capital Construction Should Be Firmly 
Reduced: The major reason why our money supply has 
been too large and uncontrollable in recent years is that 
we have invested too much in capital construction. 
Although we have achieved a certain amount of success 
in reducing our investment in capital construction since 
we began to improve our economic environmnent and 
rectify our economic order in 1988, we have still fallen 
short of our original plans. In addition to the necessity to 
continue rounding-off work on certain projects that were 
underway, a major reason for this is that many projects 
which had just been started and could have been discon- 
tinued, were not due to local protectionist obstruction. 
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Thus, while strictly controlling investment in new 
projects, it will be essential to give priority to sorting out 
those that are in progress. The major reason why we were 
unable to control our investment in capital construction 
in recent years, is that we did not control beyond-plan 
investment. As, in addition to local money, the major 
source of funding for beyond-plan capital construction is 
bank loans, it will be necessary to control local credit 
funds in order to control investment in capital construc- 
tion. The best way would be to set specific capital 
construction loan quotas for all localities, in order to 
keep local capital construction credit funds from 
increasing. 


3. The Growth of Consumer Funds Should Be Controlled: 
Reducing our investment in capital construction is also 
an effective way to control the growth of consumer 
funds, because 40 percent of our investment in capital 
construction is transformed into consumer funds. Wage 
increases must be adapted to economic efficiency, with 
economic efficiency referring here mainly to the eco- 
nomic efficiency achieved after products are sold. The 
current competition among quite a few enterprises in 
wage and bonus distribution, and that within industries 
in particular, has caused tie strange phenomenon of 
poor economic efficiency along with high wages and 
bonuses, which is also a major reason why consumer 
funds have been out of control in recent years. Thus, 
linking wages and bonuses to economic efficiency will 
keep consumer funds from increasing faster than eco- 
nomic efficiency, and can also prevent distribution 
equalitarianism. In order to control the growth of con- 
sumer funds, it will be necessary to also control collective 
social purchasing power, and hidden income and expen- 
ditures in particular. The growth of unhealthy tendencies 
in recent years has allowed many sectors to slip the state 
and the people's money into the pockets of small groups 
and individuals in various ways, under the guise of 
developing tertiary industries. On one hand, the current 
excessive consumer funds were caused mainly by the 
increase in hidden income through methods such as 
material objects and work fees being given to staff 
members and workers from enterprise treasuries, as well 
as some cadres, staff members, and workers receiving 
gifts, taking bribes, and being paid sales commissions. 
On the other hand, hidden enterprise expenditures 
through methods such as using capital construction 
funds to buy expensive consumer goods and stationery, 
pay for various outside expenses, pay various sales 
commissions, give dinners, and send gifts, are also a 
significant source of consumer fund growth. Thus, 
another key aspect of controlling consumer fund growth 
will be eliminating hidden income and expenditures 
through methods such as checking unhealthy tendencies, 
inventorying enterprise treasuries, and keeping strict 
financial and economic records. 


4. Consumer Funds Should Be Diversified: The impact of 
many political, economic, and social factors has focused 
the consumer expenditures of PRC consumers in one 
area and tended to make them too alike. Most consumer 
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income is used to buy consumer goods, while very little 
is used to pay other expenses. In addition, distribution 
equalitarianism has given PRC residential consumption 
the feature of being very synchronized, in that say 
to each other, “If you can afford it, then I can afford it 
too.’ This has engendered a consumer atmosphere of 
mutual competition and emulation, in which either 
everyone buys or no one buys. This consumer atmo- 
sphere has heavily assaulted PRC markets and generally 
caused a commodity mix imbalance, in which com- 
modity A is sold out while commodity B is overstocked 
at times, and commomdity B is sold out while com- 
modity A is overstocked at other times, which makes it 
very hard for the state and the commercial sector to 
make appropriate market plans. Thus, in addition to 
correctly guiding consumption, consumer funds should 
also be diversified. For example, offering commercial 
housing for sale, selling stocks and bonds, putting a 
certain amount of gold and silver jewlery and expensive 
consumer goods into circulation, launching cultural rec- 
reation and tourist activities, and encouraging savings. 
In particular, urban housing commercialization should 
be speeded up, because it is the safest and most effective 
method of diversifying consumer funds. But since it now 
costs more to build new public housing than ordinary 
residents can afford, priority should be given to selling 
about one-half of the existing public housing to its 
occupants at prices most of them can afford. In addition 
to diversifying a considerable amount of consumer 
funds, this would also enable the state to rather quickly 
acquire a nice sum of construction money. If this were 
then put into bank savings, it would earn interest equal 
to raising existing housing rents 10 to 20 times and 
relieve the state of a considerable amount of upkeep, 
which would truly be achieving several results with one 
action. If this idea was coordinated with rent reform, 
twice the results could be achieved with half the efforts. 


i. Cc the Problems Involved In 


the Current Market Sales 


1. Economic Levers, Such as Prices and Interest Rates, 
Should Be Used Flexibly and Correctly: Prices and 
interest rates are effective means of regulating market 
commodity supply and demand and currency circula- 
tion. Prices can directly stimulate or curb consumption 
and, as an economic lever, should be used flexibly and 
correctly according to market supply and demand. 
During the current sales slump in which the prices of 
many commodities are too high, prices should and must 
be reduced as a consumer incentive, even though it 
means temporarily losing money, because it is fruitless to 
maintain high prices for products which cannot be sold. 
This not only ties up enterprises’ funds, but also burdens 
them with storage fees and bank loan interest rates and 
makes it hard for them to carry out reproduction, which 
causes factories to shut down and affects overall social 
stability. Similarly, interst rates must be set properly. 
Too low interest rates are detrimental to attracting 
savings, while too high interest rates might attract sav- 
ings that should not be attracted, and affect market 
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commodity demand. Thus, we recommend changing the 
PRC's relatively stable nationally standardized interest 
rates to nonstandardized fluctuating interest rates, in 
order to enable them to become an effective means of 
regulating currency circulation and market supply and 


2. The Current Favorable Opportunity Should Be Taken 

of To Promptly Restructure Industry and 
Product Mix: A glaring problem that exists in our indus- 
trial structure is that the curbing of agricultural develop- 
ment, and the manufacturing industry being larger than 
basic industries that produce raw materials, have caused 
supply shortages and price rises for raw materials. This 
should be resolved in the following ways: |) Our agricul- 
tural investment should be increased to promote agricul- 
ture. 2) While stepping up production of energy and raw 
materials, the current favorable opportunity of the sales 
slump in manufactured goods should be taken advantage 
of to firmly restructure enterprises which consume too 
much energy and raw materials and have poor labor 
productivity, product quality, and economic efficiency, 
through shutting down, merging, and upgrading. in order 
to roughly adapt the manufacturing industry to basic 
industries that produce energy and raw materials. This 
will reduce the shortages of energy and raw materials 
while helping to lower their prices and thus, lay the 
foundation for controlling the manufactured goods price 
index. Quite a few of the products that cannot be sold 
now are not to people's liking, while those that are truly 
of high quality, low price, and in line with consumer 
needs, can still find markets, some even being in short 
supply and great demand. An analysis by the department 
concerned has found that demand exceeds supply for 
about 30 percent of the manufactured goods for daily use 
on Shanghai's current market. It is thus clear that the 
basic way to break out of our current market sales slump. 
will be to restructure our product mix, in order to make 
our products more marketable and entice consumers 
with new ones. 


3. Credit Should Be Eased Appropriately: Although tight- 
ening credit is a method that is widely used by all 
countries throughout the world to curb inflation, to what 
extent and how credit should be tightened are quite 
involved matters. While the “across-the-board” method 
that we are accustomed to may seem to achieve quick 
results, it actually has many drawbacks. As money is the 
lifeblood of enterprises, too-easy credit cannot control 
inflation, while too-tight credit causes enterprises money 
shortages and brings their production and management 
activities to a standstill. We think that the overtightening 
of credit since 1989, in addition to the market sales 
slump in recent months, have left enterprises with a 
critical shortage of funds, and made it hard for them to 
carry out their normal production and managemen| 
activities. Thus, credit should be eased appropriately to 
give enterprises the necessary funds to maintain their 
normal production and management activities, while 
nonproductive and capital construction loans should be 
kept tightly in check. Circulating fund loans should be 
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rs of 
for daily use. In particular. priority should be given to 
aero loans to either enterprises which produce mar- 
products with good economic efficiency, or those 
with the capability of developing new products and 
achieving good economic efficiency quickly The fol- 


current issue of loan arrears among enterprises: |) starter 
fund loans should be increased. 2) banks should set up 
or debt-clearing companies to clear up 
“triangular debts” through ways. such as clearing, dis- 
counting. or mutual cancelling of notes. 3) until old debts 
are cleared up. all transactions should be carried out with 
cash or money orders, in order to prevent new debts 
from being iocurred. 


4. Regional Blockades Should Be Eliminated, To Enable 
Commodities To Circulate Freely among Regions: The 
sales slump has caused all areas to set up new regional 
blockades recently to protect regional interests. Some 
regions forbid the sale of products from other regions. 
while others use methods to exclude products from other 
regions, such as having banks refuse to grant loans. 
setting up customs checks, or using coercive measures to 
prohibit interregional commodity circulation. As these 
methods actually seek temporary relief regardiess of the 
consequences, and will only smother regional economic 
growth in the end. the following countermeasures should 
be taken: 1) Our feudal. separatist. and self-sufficient 
small-scale peasant cconomy ideology. which has existed 
for thousands of years, must be criticized. 2) The existing 
economic basis for this ideology musi be changed. 
Although the separation of national and local revenues 
and general separation of national and local responsibil- 
ities that we have carried oul im recent years have 
aroused local initiative to a certain extent. their defects 
of interest and regional protectionism have also become 
increasingly obvious. Although it will be necessary to 
change our system of general separation of national and 
local responsibilities to separate taxation in order to 
eliminate regional economic blockades, it 1s hoped that 
separate taxation will not become simply a refurbished 
version of general separation of national and local finan- 
cial responsibilities. 3) The state should take administra- 
tive steps to investigate and affix the administrative 
responsibility of local leaders who deliberately put up 
regional blockades 


5. The Guiding Role of State-Owned Commerce Should 
Be Brought Into Full Play: Although many cconomic 
components exist in the initial stage of socialism in the 
PRC. state-owned commerce still plays the leading role 
in the field of circulation, because 11 1s the commercial 
sector that is run by the state. In particular, the state- 
owned wholesale commercical sector must not only earn 
legal profits through purchase and sale activities just like 
ordinary managers, but also has the inescapable respon- 
sibility of planning markets and balancing supply and 
demand. Moreover. the state-owned commercial sector 
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has the capability of regulating and planning markets in 
the areas of funds, personnel. network points, and orga- 
nization establishment In order to ensure that state- 
owned commerce can fulfil its responsibility to plan 
markets, the state should give it priority purchasing 
rights under equal legal conditions. and special manage- 
Ment powers when necessary, over key commodities that 
concern the national economy and the people's liveli- 
hood. During the current market sales slump. the state- 
owned commercial sector should make full use of its 
favorable conditions and bring its distinctive capabilities 
into full play. to actively promote commercial sales As 
the PRC encompasses such a vast territory, many com- 
modities may be overstocked in one place but sold out in 
another, saturated in cities but in short supply and great 
demand in rural areas, and glutted in the intenor but 
insufficient in border districts Our past experience 
shows that i is a common occurrence for commodities 
not to be able to be sold in time because circulation 
channels are not open enough. Provided staff members 
and workers in our whole commercial sector go all out, 
cooperate closely with our industrial sector, get the 
proper financial support from banks. take advantage of 
the arrival of the current busy market season, and adopt 
diversified sales approaches. 11 1s hoped that we will be 
able to quickly overcome our current problems. 
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{Text} 


Direct foreign investment 1s one kind of entrepreneurial 
capital, its chief utility being the international transfer of 
technology. This is one of the fundamental differences 
between direct foreign investment and international 
commercial credit. Other than technology transfer. some 
objectives for the host nation in attracting direct foreign 
investment are carning foreign exchange through 
exports, raising funds, creating jobs, etc. depending 
upon the differing circumstances. However. the amount 
of this investment that the host nation can bring in 
within a certain period of time is not limitless, due to a 
great variety of restricting factors (eg. concern over 
sovereignty, the amount of profits which must go for 
expenses internationally. etc.) Therefore. the selection 
of those sectors which are to receive direct foreign 
investment has become an important policy decision in 
this process. At the same time. rational selection of these 
sectors is also an important condition for achieving the 
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objectives of direct foreign investment This point is 
especially important for the development of China 


China's objectives in bringing in direct foreign invest: 


ment are to obtain advanced technology and raise for- 
eign exchange exports. This conforms to our 
yay RY. rom 1979, when the first enter- 


a eng foreign investment was established, up to the 
ood of | 7, the total amount of direct invest- 
ment used was US$8.55 billion’ Distributed by 
industry, China's principal emphases in bringing in 
direct foreign investment have been the energy industry. 
the light textiles indusiry, and the hotel and service 
industry Therefore. the distribution characteristics of 
dire 1 foreign investment in China can be summarized as 
follows: |) A low level of According to the 
international standard for differentiating between high 

medium-. and low-technology’. the aforementioned 
three industries which are the foreign investment 
emphases basically cannot be categorized as high- 
technology industries 2) A concentration solely on 
accruing foreign exchange through exports Service 
industry sectors constitute nearly half of the total of 
direct foreign investment, with the hotel service industry 
standing alone in the dominant position This industry is 
characterized by low investment and rapid results. This 
is especially the case with high-grade hotels and gucs' 
houses. which have been highly effective in raising 
foreign exchange 3) The “underdeveloped indusiries” in 
the domestic economy are made the focus in attracting 
direct foreign investment. with their technological level 
or ability to carn foreign exchange never ‘sken into 
account. Energy industries are an example of this, Obve- 
ously, the distribution of sectors now receiving direc: 
foreign investment are, to a very great degree. contrary to 
China's direct foreign investment goals This is espe- 
cially the case with China's goals in importing tech- 


Naturally, there are various factors which go into deter- 
mining whether a nation will be successful in attracting 
direct foreign investment, including the method of by 
which it 1s brought in and the method of investment In 
general, these factors can be divided into three catego- 
ries: at the national level, at the industry level and at the 
enterprise level. This article will be confined to analyzing 
the enterprise level as an influential factor 


|. The effect of the distribution of direct foreign invest- 
ment upon the import of iechnology 


According to the theory of production decline in mult: 
national corporations. the most important condition for 
a multinational in making direct investment abroad is 
that the multinational be superior in many respects to 
local enterprises or other competitors in the host 
country These include superior proprietary rights. supe- 
nor location and superior internalization. Superior pro- 
prietary rights are chiefly indicated by such things as 
advanced technology. a pattern of economic profits. 
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investment opportunities, disperal of market operations, 
concentrated markets, production efficiency, obtainable 
materials. product diversity and oligarchical behavior 
Superior internalization is taking proprietary rights 
developed in the market. and transferring these to the 
development of an enterprise's internal channels, in 
order to improve the composition of their superior 
priority nights Supenor location is chiefly indicated by 
such things as production costs in the locations selected 
as production sites. tranfer costs and political risks, etc. 
From this we can see that whatever a multinational may 
accomplish in its international production. it is by no 
means dependent solely upon its technological super 

ority Different multinationals will vary greatly ‘ia the 
ways in which they are superior, regardless of whether it 
be at the national. enterprise or industrial level 


A: the industrial level. the multinationals in different 
indu tries basically engage in international production 
activities through o:ffcring areas of superior proprietary 
rights. In the excavation industry. multinationals’ supe- 
rior proprietary rights often derive from their aavens 
capital and nearby markets. with technological super 

ority by no means the most important. tte poate te fa 
going through the process of market internalization to 
ensure obtaining a stable supply of materials at a fair 
price. while controlling the market. In the service 
industry. their superior proprictary rights lie chiefly in 
world markets being nearby (duc to dispersion of supe- 
rority), as well as technological superiority im such 
things as trade marks reputation. etc In low technology 
manufacturing industry departments. superior propri- 
etary rights le chiefly in what capital they have, nearby 
markets and production costs. with technological supe- 
nority cxapressed even more in trade marks, reputation, 
managerial function and product diversification. More- 
over. in medium. and high- technology industries, mul- 
tinationals superior proprictary rights lic in their ability 
to do research and development with their surplus cap- 
ital and technology. as well as the economic scale. etc. 
Their goal lies chiefly in technical development. 


One can see that multinationals in different industries 
vary greatly in their technological superiority. with a 
correspondingly great variance in their power to 

in internal onal production We know that these di 
ences in technological superiority (which reflect: the 
indusines technological level and ability to come up 
with new technical ideas) and power to engage in inter- 
national production echoes how quickly. how much and 
how advanced is the technology transferred to the host 
country In general. comparing multinationals in 
medium. and high-technology industries with their low 
technology counterparts. the former tend to transfer 
more technology and more advanced technology to their 
subsidiaries abroad (and sometimes to companies that 
are not their subsidiaries) and to be more capedient in 
doing it. Evidence of this lies im the fact that im the 
1970's, the multinationals which were the most prompt 
in transferring technology to their subsidiaries were 
found in such indusines as chemicals. semiconductors 





attract foreign investment has an obviously negative 
effect on attracting technology. 


2. Further analysis of the distribution of the sectors 
receiving foreign direct investment in their attraction of 


technology 


Looking at the key industries which receive foreign 
direct investment, the objective in attracting technology 
is Not Only to raise their sectors’ technical levels, it 1s also 
intended to raise further the technical level of other 


nation has been successful in attracting 
requires a look at the nation’s ability to attract 


First of all, let's look at how well different sectors have 
disseminated to other sectors the they have 
attracted. One of the main channels for inating 
technology among sectors is for a sector passing attracted 
technology down to less advanced industries, providing 
them with higher quality or low cost commodities, in 
order to raise the technological level of these industries. 
Another 1s for the sector attracting the technology to act 
as they need 11. in order to supply less advanced sectors 
with market and technological information, etc. which 
will give a spur to rarsing the latters’ technological level. 
up & ald © oes eae o Genel “ie 
can be said to have produced a technological yy 
effect.” To judge the degree of “spillover 

different sectors, the US. economist Xi-er (2957 1423) 
has researched a technical flow rate matrix, which pro- 
vides a specific measuring index. He made a study of the 
amount of research and development invested by a 
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sector in comparison to the amount of research and 
development that the sector ultimately used, with the 
former representing the sector's level of technical inno. 
vation, and the latter ——— its level of technical 
application. If a sector's level of innovation is higher 
than its level of application, it 1s ceriainly a sector with 
positive technical overflow, if the opposite is the case, 
then it has negative technical overflow Being a negative 
overflow sector by no means implies that its technical 
innovations do not spill over to other sectors, i just 
means that its level of technical application is h 

than its level of technical innovation However. ing 
at the data supplied by Xie-er. and comparing negative 
overflow sectors to positive ones. the former's innova- 


agriculture, the excavation industry, light textiles 
(excluding furniture), finance and insurance. trade, etc. 

the service industry, transportation industry, construc- 
tion and public utilities, as well as the ferrous metals 
industry, technology positive overflow industries chiefly 
include the machine-building and clectronics industries, 


transportation equipment industry. the chemical 
industry. materials, etc. It is obvious from this 


tion among the labor force (there is also the transfer of 
technology via patents) The technology embodied in the 
labor force itself includes manufacturing methods. the 
technical ability to operate the tools of production, plus 
enterprise management methods Some technical per- 
sonnel still control technical “tricks of the trade” in the 
manufacturing process. Moreover. although multina- 
tional corporations sometimes transfer technology to 
enterprises in their own areas. still this 1s by no means all 
that they can do to simultancously transfer technical 
“tricks of the trade.” Therefore, one can say that circu- 
lation of the labor force is the principal channel! for 
foreign investment enterprises’ spillover of technology 
into industries. 

Because in different industries there are differences in 
the technical level and quality of foreign investment 


enterprises, therefore there 1s a considerable gap in the 
spillover manufacturing technology circulated between 
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special technical abilities, so the circulation of these = industries (e.g. pharmaceuticals, chemicals, computers 
employees cannot produce any great technical spillover — and other equipment), the industrial technology 
effect High-technology industries are the opposite: for- —s innovation rate is . with manufacturers relying 
cign investment enterprises’ technical equipment, pro- — chiefly on this kind of engineering system, so that they 


duction techniques and management methods are more 
complicated, requiring sizable numbers of technical per- 
sonnel, middle and lower level management personne! 
and skilled workers. Therefore, the circulation of these 
personnel can produce a greater technical spillover 
effect. A survey taken of the technical origins of enter- 
prises in various kinds of South Korean export sectors 
showed what was the percentage of the origins which 
derive from those technical personnel having work expe- 
rience with foreign enterprises compared to the total 
technology origins. It showed that there was a consider- 
able gap between different sectors. When the traditional 
export sectors of textiles, shoes, leather and toys are 
taken as the focus, the percentage was nine percent. In 
the export sectors where natural resources are funda- 
mental. such as concrete and food processing. the pro- 
portion was 8.9 percent. In the construction industry 
export sector, 1 was 8.3 percent. But when the focus was 
on the modern export sectors of machine-building and 
electronics, rubber and synthetic fibers. the proportion 
reached 15.9 percent.” 


A survey of Chinese foreign investment industrial enter- 
prises (manufacturing industries only) showed that: at 
the end of 1985. the total number of staff and workers in 
all foreign investment enterprises was 77.900, of these. 
the percentages of engineering and technical personnel, 
management personnel and service personnel were 5.76 
percent, 10.88 percent, and 3.93 percent respectively. 
And. in domestic industrial enterprises which are wholly 
owned by the people, the corresponding percentages 
were 4.09 percent, 10.72 percent, and 10.32 percent. One 
can see that in employee composition. foreign invest- 
ment industrial enterprises do not have a great advan- 
tage over domestic industrial enterprises. According to 
the implementation plan for light and heavy industry 
ee 0 SS Se ee aa 
foreign investment industnal enterprises’ engineers and 
technicians as a proportion of the total number of staff 
and workers is 3.5 percent and 10.) percent, respec- 
tively. This indirectly proves that foreign investment 
enterprises in medium. and high- technology industries 
can employ a relatively high proportion of technical 
personnel. This can confirm that if all industries are 
brought in. the proportion of technical and managerial 
personnel employed in China's foreign investment enter- 
prises will decrease even more. Based on the foregoing 
analysis, this obviously 1s of no benefit in importing and 
disseminating technology. 


3. How the dispersal of sectors receiving direct foreign 
investment affects their ability to earn foreign exchange 
through exports 


At the industrial level, foreign investment enterprises in 
medium- and high- technology industries generally dis- 
play a trend to be lower in exporting: this 1s especially the 
case in developing nations and areas. In high-technology 


can completely adapt their unchanging products and new 
products to a rapid entrance into the market. This time. 
because of the difficulties in drawing up a precise sales 
plan, flexibility in the quantity produced is exceptionally 
important. At the same time, because a new product 1s a 
competitive . Production costs are not particu- 
larly important. , what they seek is not special 
area favoritism in the host country (e.g. cheap labor, an 
abundant supply of raw materials. etc), but rather to 
capture that area's markets. The existence of broad 
markets and an ample supply of skilled labo: are prereq- 
uisite conditions for multinational corporations to 
engage in international production. Besides this. because 
the products which these industries need put into their 
production have to be of a fairly high-technical level. 
therefore, although achieving economies of scale inter- 
nationally is not important to them. they still show a 
higher importing trend. 


If we say that enterprises in high-technology industries 
are new innovators, then, enterprises in middle tech- 
nology industries (e.g. automobiles and nonelectrical 
machinery, etc.) are mature innovators. These enter- 
prises act as followers of new technology. although they 
too have a fairly high capacity for technlogical innova- 
tion. Stull, when compared with enterprises in high- 
technology industries, their technology is relatively 
mature, their products in the market are even more 
dependent on competitive pricing. and therefore low 
production costs are most important. At the same time. 
they belong to the category of industries in which capital 
is Concentrated, so correspondingly the chief measure 
employed in lowering production costs for these multi- 
nationals is to achieve economies of scale by setting up 
subsidiaries in other nations. Their motivation in 
engaging in international production is to capture that 
area's markets, indeed, all the world’s markets. There- 
fore, when compared with multinationals in high- 
technology industries, their exports tend to be high. but 
due to the need to achieve economies of scale interna- 
tionally, they have to implement allocation and transfer 
of commodities among the subsidiaries they have in 
different countries, with the results again being that their 
imports tend to be higher 


Contrasted to this, in low technology manufacturing 
(e.g., light industry, textiles), most enterprises are users 
of new tech , hot creators of it. They require a 
higher degree of flexibility in their products, price com- 
petition is more intense. so it then becomes paramount 
for them to seek lower costs. But because their capital is 
less concentrated, and there is a greater commitment of 
labor force and raw materials, therefore on a worldwide 
scale the search for low labor costs and a nearby supply 
of raw materials become important measures for low- 
ering costs. Therefore, they usually have a greater ten- 
dency to export. Al the same time. to a very great degree 
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they are labor intensive industries, making 11 difficult for 
them to achieve economies of scale among ther subsid- 
iaries in other countries, as do the capital intensive 
indusines. so they tend to have a lower tendency to 
import. A study showed that the world’s largest multina- 
tonals’ share of internalized trade in high. and medium. 
technology industries is 34.5 percent and 36.9 percent. 
respectively, while this share is only 9.5 percent in low 
technology industries ' China's accomplishments in put- 
ting exports into foreign investment enterprises basically 
conforms to the above theories. When foreign invest. 
ment industrial enterprises are divided into light and 
heavy, heavy industry's export rate is 11.95 percent. 
while light industry's 1s 24.87 percent. 


Naturally, dividing industries according tc the level of 
their technology by no means implies that the sectors 
within a particular indusiry, or the products or the 
production tech process within the same industry 
are all alike Actually, there is a very great difference 
between them. For example, electronics is a high- 
technology indusiry. but in the assembly stage of the 
production process and in the manufacture of consumer 
electronic products, the technology level is fairly low. 
with a high degree of labor intensity Multinational 
corporations usually set up the international production 
of these processes or products in countries with low wage 
scales, so they can have higher export rates. As in 1975, 
when 49.7 percent of the electronic products manufac- 
tured in the Asia-Pacific region by subsidiaries of US. 
multinationals were exporied to the United States.” 
However. if we look at the overall situation, an indus- 
trys technological level and its ability to carn exchange 
through exports are still interrelated. 


As we can see from the above analysis. foreign invest- 
ment enterprises’ attraction of technology is usually 
connected to their capture of the markets in the host 
country. while foreign investment enterprises’ earning 
exchange through exports 1s usually connected to low 
technology In this sense, the two chief objectives in 
attracting direct foreign investment—the advanced tech- 
nology it brings, and — foreign exchange through 
exports—are in mutual conflict. We realize that, given 
the current situation regarding China's industrial struc- 
ture. the characteristic conduct of key development 
sectors and multinationals in different industries will 
coordinate and take into account these two chief objec- 
tives of attracting direct foreign investment. We should 
apply these things we bring in broadly against the tech- 
nological strength we already have 


Concentrating application of the direct foreign invest- 
ment in those enterprises that are already more solid 
technologically, has, first of all, done much to further the 
multinationals’ transfer of advanced technology. As 
related above, multinationals, especially those in high- 
technology i dustries, have a tendency ‘o capture mar- 
kets in host countries; therefore, their chi. © competitors 
are the host country's local entc: prises which are in the 


the latter the expenditures involved in the later process 
of the purchased technology to manufacturing 


Obviously, this will lower the cost of the sales license 
Moreover. the selling side's higher technological levc! 
indicates that 11 has greater manufacturing experience. « 
that after the import license 1s granted. it will have lower 
expenses for what 11 puts into manufacturing This will 
lower the acceptance costs. Third. concentrated applica. 
tion will do much to advance the development of 


investment, and thereby enter world markets whilc 
simultaneously forcing foreign trade enterprises to gear 
themselves to world markets. For example. in the carly 
1960's, South Korea began to attract direct foreign 
investment to their chemical industry. which was already 
basically sound. By 1968, they had attained self. 
sufficiency. Between 1969 and 1974, of their 79 foreign 
investment enterprises in thes industry. 62 had entered 
the world market ° Moreover. in those cases where direct 
foreign investment was brought in by an enterprise that 
was already technologically strong. and had export supe. 
niority as well, those enterprises tended to have even 
higher exports. 


What, then, are those Chinese industries which arc 
sufficiently solid in their technological strength” A study 
done of this shows that during the period 1953 to 1984. 
in China's principal industrial sectors, the industrics 
with higher technological indexes were primarily petro 
leum, metals. chemicals, machinery, and textiles. as wel! 
as electrical power and railway transport.’ The results 
of a 1985 national industrial survey showed that in that 
year the industries with the highest overall labor produc. 
tivity rate (including public ownership enterprises only) 
were basically those listed above.'' Therefore, we can 
consider these industries to be those in China which 
have sufficient technological strength. However, among 
these, the clectrical power and railway transport sectors 








function as basic industries in our national economy. 
and excessive foreign direct investment here could 


ical revolution developed 
technological position and 
trade position have both been in continual decline Even 


fect investment in the metals industry is for 
the most om distributed among those developing 
nations that lack the capacity for producing basic metals. 
. hone of these sectors should be key industries 
for attracting direct investment to China. As for 
the petroleum industry. the focus of the current phase of 
China's attracting direct foreign investment 1s the devel: 
opment of offshore oil, which is, of course. due to 
China's current lack of technical ability to open up its 
offshore oil by itself However. 11 1s worth considering on 
our own what the prospects are in such aspects as output. 
costs, requirements, etc Moreover. although 11 1s some- 
thing between a medium. and a high-tech 
industry, still, when looked at from the angle of 
nology dissemination, 11 1s a technology spillover 
industry. » by hy $y eS are 


ibn, w have reservations about making this 
a key industry for attracting direct foreign investment 
The machine-burlding industry is one that is very wide in 
scope. After the war, the trend in development of the 
world’s machine-building industry in general was one of 
continual decline. in its position, while that of the 
various kinds of specialized machinery (electrical. clec- 
inc appliances, communications and transportation 
machinery. precision machinery and instruments) was 
on the rise. Of the various kinds of specialized 
machinery. electrical and clectric apphances were the 


one major gap is that China has a smaller share of the 
specialized machine-building industry Therefore. we 
realize that the clectrical, chemical and textile industries 
should be the keys in China's current stage of attracting 
direct foreign investment: What follows 1s a brief anal- 
ysis of these three industries 


1. Electricity and chemicals as high-technology industries 


According to the preceding analysis. multinational corpora- 
tions in high- technology industries tend to transfer more 
advanced technology to their subsidianes and do it sooner 
Moreover, within and beiween those industries there 1s a 
higher technology spillover effect. For example. in the 
chemical industry, 44.5 percent of the technology created in 


ECONOMIC 4 


indusinal chemistry 1s applied in other industries. in the 
electrical industry. more than ¥O percent of the technology 
created in the computer sector is apphed in other 
industries |” 


The chemical industry 1s sufficiently developed to furnish 
abundant raw materials to other indusines.cg. synthetn 
fibers (this can also be considered the textile industry) as 
materials for the textile industry. and synthetic rubber as 
material for such as the automobile industry Plastic prod. 
ucts are put to use on an even wider scale, berg involved in 
nearly every other industry Man-made. synthetw materials 
are gradually supplanting natura! materials In 1980. syn- 
thetic fibers accounted one-half of all sates of fibers 
world-wide. synthetic rubber production was > | temes that 
of natural rubber. while sales of plastics in the 1960's had 
already exceeded sales of nonferrous metals.'’ The US 
plastics industry association claims that industrial plastics 
are making headway in replacing metal materials in most 
applications, and plastics: momentum in replacing steel is 
manifesied in such industries as computers. electronic 
equipment and transportation The electronics industry 1s at 
the center of modern indusines its development can func- 
tion a8 a production tool which increases the efficacy of 
other industries, while 11 1s also recognized as becoming onc 
of the core industries in the new technological revolution 


Al the same time, China possesses an abundant raw 
material for the chemical industry—petroleum In the 
chemical industry. petroleum chemistry is the mayor 
part. Since the worldwide transition from a coal era to a 
petroleum cra. the mutual infiltration of the chemical 
and petroleum industries has mutually advanced the two 
industries common development 


As related above. no matier whether we o . ng about 
a medium-. high-. or low-level industry. the technolog- 
ical levels of its internal branch departments or stage of 
production are by no means identical In the chemical! 
industry, the level of technology of pharmaceuticals. 
industrial chemicals and consumer chemical products 
are fairly high. while that of agricultural chemicals and 
other chemical products 1s comparatively low, with the 
latter's technological level being only about half that of 
the chemical industry as a whole In the electronics 
industry. the technological level of computers. electronic 
components and communications equipment is rela- 
tively high. while that of consumer clectronic products 1s 
only one-seventh to one-cighth of the former. '* There- 
fore. in the process of our attracting direct foreign 
investment to these sectors, we can first extract from 
these the low technology products or those at the starting 
point of production. then. use these industries to draw in 
the superiority of new technological capabilities in order 
to enter the world markets as soon as possible. After- 
wards, we can again gradually pass it on to other high. 
technology products or stages of production 


2. The textile industry as an earner of foreign exchange 


The textile industry is a typical cxample of a low tech- 
nology industry, but it 16 also China’s principal sector im 





per ton. Taking the long view, a low level of technology 
can not only the level of foreign exported 
fiber products can bring in, it can also affect 


China's textile imported products in 1986, only 20 
percent of the finished products were made from chem- 
ically produced fibers (including products made of 
blended fabrics). In comparison, the proportion of these 
exported from China's Taiwan Province in the same year 
was 81 percent.'* Looking at the production of the entire 
textile industry, although China's 1986 output was more 
than one million tons, the proportion of this from 
chemically-produced fibers was still much lower than the 


natural fibers to processing man-made fibers. Experts 
forecast that as far as can be seen, this process 
man-made fibers supplanting natural fibers will continue 
in the future. Therefore, as textiles are China's principal 
foreign exchange-carning export, its competitiveness on 
the international market must be raised, which requires 
a change in the export commodity structure we have 
now. 1.¢.. enhance the product manufacturing process 
a ow Se a 
bers. 


In the postwar era, the chemical fiber industry has 
become the most vibrant sector of the age-old textile 
industry, chiefly due to its receiving so much new 
technology from the chemical industry. It lies at the 
intersection of the textile and chemical industries, so it 
not only has the highest level of technology of all sectors 
in the textile industry, it is also considered a high- 
technology sector according to the standards for differ- 
entiating industrial technology. This way, in the process 
of our bringing foreign direct investment into the textile 
industry, it can be linked with foreign investment in the 
chemical industry, focusing on the chemical fiber 
industry. At the same time, China's low wage scale 
superiority can bring suitable amounts of foreign 
exchange into such backward industries as spinning. 
weaving. dyeing and clothes-making, which will 
strengthen our capability to comprehensively process 
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textile products and directly further the textile indus- 
tries’ earning of foreign exchange through exports. 


We realize that among the above three key industries for 
bringing in foreign direct investment, there is a mutually 
advanced and coordinated mechanism. The chemical 
industry can supply materials to the textile industry and 
even the future electronics industry, the electronics 
industry can supply advanced production instruments to 
the textile and chemical industries. The utilization of 
foreign direct investment can on the one hand be of 
immediate direct benefit to the improvement of textile 
products, and on the other can attrect an disseminate 
advanced technology to the chemical and electronics 
industries, pushing their products into the world market 
sooner, and thereby gradually change the situation in 
which low technology products dominate China’s export 
commodity structure At the same time, these three 
industries will also become the leaders in forming 
China's economic development. 

As stated at the outset, this paper looks only from a 
standpoint of technological level in analyzing the factors 
and mechanisms which influence our attracting foreign 
direct investment, and suggests the possible key sectors 
we might adopt. We did not conduct our examination at 
the national or at the enterprise level as factors. for in 
reality these factors are interconnected while brought 
into joint maximum use. Therefore. to achieve our goals 
in attracting direct foreign investment. we must choose 
these sectors rationally, attract a selection pattern as well 
as choose investment sources on a basis of nation and 
enterprise. etc. How these factors are interrelated. and 
how they affect our goals in obtaining direct foreign 
investment must both await further study. 
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Investment Environment Improves High-Tech 
OW 2006121990 Bevying XINHUA in English 
1133 GMT 20 Jun 90 


[Text] Beying, June 20 (XINHUA)}—The new tech- 
nology development zone in the northwest suburbs of 
China's capital has been highly praised by foreign inves- 
tors for its improved investment environment. 


The preferential policies for investors, the high working 
efficiency of the authorities concerned there and the 
market opportunities in the area have all been praised by 
visitors. 


Wang Peize. general manager of the Four Dimension 
Package Machinery Co. Ltd, said that his company only 
took 10 months before it was put into formal operation 
thanks to the efficiency of the authorities concerned. 


He said that the preferential policies implemented in the 
development area, including three years’ exemption 
from taxes and another three years of reduced taxes. 
were most attractive. 


Al present, there are 894 high-tech enterprises 
about 2,000 new-technology products in the area. 


Strategy for Introducing Technology Proposed 
9OCE0028A Beying CAIMAO JINGJI [FINANCE AND 
ny ECONOMICS) in Chinese No 2, 11 Feb 90 
pp 4 


[By Yang Aiqun (2799 1947 5028), Institute of Interna- 
tional Economics, Ministry of Foreign Economic Rela- 
tions and Trade] 


[Excerpt] ye omitted] To confront the new envi- 
in international trade, review the 
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its GNP. With the developed countries paying such a 
high degree of attention to developing science and tech- 
nology, how can we possibly treat it lightly’ From now 
on, we not only have be more conscious of paying 
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attention to science and technology, what is even more 
important, we have to give prominence to investi * ° 
By ee | a how we deal wi 

for technology trade we will, 
etna tal strategy for a state based 
on science and technology, be able to unify the two 


organically. 


2. Establishing guiding principles for introducing techno. 
logical development and technological progress The 
developmental experience of many countries has shown 
that the introduction of foreign advanced technology 1s a 
shortcut to promoting domestic technological progress. 
However, their capacity to develop on their own is 
strengthened through the introduction of technology. 
and technological progress is rapidly promoted by the 
assimilation, absorption and nationalization of the intro- 
duced technology. For these reasons, we must from now 
on overcome the shortsighted view of introducing tech- 
nology only for utshzation and genuinely establish 
guiding principles for technological development and 
technological progress. while conscientiously domg a 
good job of assimilating. absorbing. and nationalizing 


the introduced technology. 


3. Focusing on the optimization of industrial structure. 
determining the strategic targets for introducing tech. 
nology As a key production element, foreign technology 
will produce differing effects on industrial structure. 
depending on where it 1s invested. Technology invested 
in the proper place can bring about the proper develop- 
ment of industrial structure. Conversely, 1 can lead to 
lopsided development. To effectively optimize industrial 
structure, the strategic targets for the introduction of 
technology into China during the next period are: the 
introduction of appropriate technology to give new 
blood to China's existing older enterprises by effectively 
carrying out their technical transformation, and the 
introduction of high technology to promote development 
of a high technology industry and ultimately realizing the 
finest structural set-up for key domestic and foreign 
production elements and their best utilization. On the 
one hand, the introduction of appropriate technology to 
transform the older domestic enterprises is an inexpen- 
sive approach that produces large benefits. If we can 
introduce appropriate foreign technology to carry out the 
technical transformation of a large group of promising 
key enterprises, then from a macroeconomic point of 
view, this would advance the rational readjustment of 
industrial structure and result in good macrotechnical 
and macroeconomic benefits. From a microeconomic 
point of view. it would advance the technological 
progress of the enterprises and thoroughly change their 
backward aspect. which because of outmoded tech- 
nology, has led to low efficiency, inferior quality, and 
outmoded products. In introducing technology to trans- 
form the older domestic enterprises, we should make use 
of more medium. and small-sized single-unit technology. 
which is more practical and cheaper. Specifically, the key 
point here 1s that we can introduce technology which can 
economize on energy and raw materials and reduce 
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production costs, which can greatly enhance production 
efficiency, which can improve product mix, promote the 
upgrading and updating of products, enhance the prop- 
erties and quality of products, and promote and expand 
exports, and which can greatly replace imports. On the 
other hand, when we make a major effort to introduce 
appropriate technology to transform older enterprises. 
we should still allot a certain portion of our investment 
for the introduction of advanced wo Interna- 
tional experience has shown that a develop- 
mental strategy for introducing technology should 
include the imitial stage, the higher stage. and the 
advanced stage. If our emphasis on introducing complete 
sets of technical equipment and production lines for the 
past 10 years was the initial stage, then, the introduction, 
to an equivalent extent. of technology for the next 10 
years could well be our entry into the higher stage. 
Gradually introducing more of certain advanced tech- 
nology is needed to make the shifl to this strategic 


developmental stage 


4. Strengthening cooperation with different countries. 
expanding sources of technology At present, China's 
main sources of imported technology are the United 
States. Japan, and West Germany. From 1973 until the 
third quarter of 1988. the breakdown for the sources of 
imported technology for different countries was as fol- 
lows 672 items were introduced from the United States. 
using $3.16 billion in foreign exchange, accounting for 
20.3 percent of the total number of items imported into 
China, and for 13.9 percent of the foreign exchange used, 
853 items were introduced from Japan, using $8.07 
billion in foreign exchange. accounting for 25.8 percent 
of the total number of tems imported, and for 35.5 
percent of the foreign exchange used, and 609 items were 
introduced from West Germany, using $3.98 billion in 
foreign exchange, accounting for 18.4 percent of the total 
number of items imported, and for |7.5 percent of the 
foreign exchange used. We can see from these figures 
that in the past the biggest source of China's imported 
technology has been first Japan, then West Germany. 
followed by the United States. To avoid any adverse 
effects on the sources of technology | ports to China by 
future changes in the international situation, we should 
expand our cooperation with different countries even 
more, thereby diversifying our sources of technology 
For this purpose, we must first continue to consolidate 
our technology trade relations with the United States. 
Japan. and West Germany. Relations with the three 
should be impartial and cooperation developed on the 
basis of each country’s special features. We should bring 
diplomatic and economic pressure to bear on the United 
States. urging them to relax their unfair restrictions on 
technology exports to China. From the United States, we 
should mainly consider introducing more advanced 
technology. from Japan more appropriate technology. 
and from West Germany both categories of technology. 
Second, we must strengthen relations with Asia-Pacific 
countries. When the U.S.-Canadian market and the 
European Common Market are formed, China must 
similarly seek cooperation with Japan and Southeast 
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Asian countries to jointly establish an East Asian eco- 
nomic circle, Third, we must face up to the rapid 
development of the transnational companies of the 
developed countries, analyze and study their manage- 
ment tactics, and formulate policies to cooperate with 
them. 


5. Further strengthening the system of organization for 
managing the introduction of technology. The introduc- 
tion of technology is a highly complex task that touches 
upon such various aspects as politics, economics, scien- 
tific research, production, law, economic trade, com- 
modity inspections, and customs. At present, there are 
certain shortcomings in China's system of organization 
for managing the economy that impede the introduction 
of technology. Several ministries and com nissions of the 
State Council, which have similar authority and which 
are set up on equal footing, have functions bearing on the 
introduction of technology. However. their responsibil. 
ties are not clearly defined. The managerial links 
between the higher and lower levels and between dif- 
ferent departments and regions are not close, and they 
have many levels. numerous procedures, and low effi- 
ciency. This has resulted, to a certain extent, in the 
departments that import technology being out of step 
with the departments using it, the departments using it 
being out of step with the departments studying 1, and 
the departments importing it being out of step with the 
departments studying it. This system of organization 
makes it difficult to realize the strategic targets for the 
introduction of technology and makes it difficult to 
thoroughly implement the policies and plans for the 
technology industry in a systematic manner throughout 
the country. If we are to fully benefit from the introduc- 
tion of technology, it is imperative that we reform the 
presently existing management system of organization 
and establish an appropnate unified management orga- 
nization that has the authority to effectively coordinate 
relations between these departments. This organization 
would be the responsibility of a leading comrade of the 
State Council and formed from the State Planning Com- 
mission, the State Science and Technology Commission, 
and the Ministry of Foreign Economic Relations and 
Trade. It would set up offices that would be responsible 
for routine work. This management organization could, 
by the following means, exercise macroeconomic control 
over the introduction of technology throughout the 
country. (1) Study and formulate national principles and 
policies for introduction of technology, stipulate in 
explicit terms the procedures for introducing technology. 
and gradually hand over the investment risk and invest- 
ment income from the introduction of technology to the 
enterprises, enterprise banks, and departments offering 
counsel and judgement in order to eliminate the short- 
term actions of the localities. departments, and indus- 
tries with respect to technology import investments, to 
bolster unit responsibility for profit and loss, and to 
strengthen unit awareness of its overall responsibility for 
investments. (2) Study and formulate, long-. middie-. 
and short-term plans for introduction of technology and 
channel them into national economic planning. At the 


ECONOMIC 47 


same time, formulate specific rules and regulations for 
their implementation and make every effort to success- 
fully carry out what has been plonned. (3) —_ under 
unified control the examination and approval of activi- 
ties bearing on large-scale projects of overall interest and 
charge pertinent ministries, commissions, and industries 
to str ngthen macroeconomic guidance and control over 
below-norm projects in o to avoid speaking with 
several voices and duplica: = mports. (4) Break down 
the barriers between differer — rartments and different 
regions and unify the various ‘ments which import. 
use, and study technology .o urder to implement the 
work of importation, assimilation, absorption, and 
nationalization for key projects. (5) Based on the actual 
requirements for a certain period, draw up a list of 
prohibited, restricted, and high taxed imports as well as 
for those to be encouraged. The various regions and 
depariments, should, based on actual! need, set up similar 
management organizations to help the development 
work of the central government, to exercise control at 
different levels. to ensure that everyone 1s moving in the 
same direction, to ensure a suitable division of labor. 
and to ensure efficient operations. 


ECONOMIC ZONES 


Shenzhen Tariff Cut Benefits Cited 


HK 1206033290 Beyjing CHINA DAILY (BUSINESS 
WEEKLY) in English 11 Jun 90 p 4 


[Text] Preferential treatment in tariffs fetched sizable 
profits for foreign-invested ventures in Shenzhen while 
most State-owned businesses there barely took advan- 
tage of the treatment. 


Statistics showed that preferential treatment saved local 
foreign-invested ventures about $190 million due to 
either reduction or exemption from customs duties last 
year, the Shenzhen Special Zone Daily reported. 


State-owned businesses only availed themselves of the 
treatment to save some $10 million in tariff charges. 


The total export volume there hit $2.1 billion. However. 
according to Shenzhen Administration for Import and 
Export Commodity Inspection, 95 percent of the 
180,000 certificates of origin the administration signed 
for preferential treatment last year were at the request of 
local foreign-invested ventures. 


The State-owned manufacturers have to depend on State 
trade businesses for exporting their products. 


The manufacturers sell their products to the trade busi- 
nesses for fixed prices. The trade businesses will under- 
take all the business talks with foreign buyers. It makes. 
no difference to the manufacturers’ profits whether the 
products receive the benefits of the treatment or not. 


China 1s given the general preferential treatment by 2! 
countries, including Japan, Canada and the European 
Community nations. 








terprises exported were entitled to the treat- 
ment but those enterprises failed to seek that treatment, 
the paper said. 


Qualifications for the treatment have become part of the 
feasibility studies for foreign investors in the city. 


Many watch, toy and clothing manufacturers moved 
from Hong Kong to Shenzhen a few years ago when 
many countries stopped extending the preferential treat- 
ment to Hong Kong. 


A joint venture enterprise in Shenzhen exported large 
amounts of light industry products to the European 
Community market last year and gained a big profit as a 
result of the preferential treatment. 


52 Foreign-Funded Enterprises Set Up in Hainan 
OW 1406142590 Beijing XINHUA in English 
1134 GMT 14 Jun 90 


[Text] Beijing. }une 14 (XINHUA)}—From January to 
April this year ‘he authorities in south China's Hainan 
Province, the country's special economic zone, 
approved the setting up of 52 foreign-funded enterprises 
involving 85.98 million U.S. dollars. 


Among these, 57 percent of the total funds came from 
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Unemployment Insurance System Discussed 
HK0706070190 Beijing ZHONGGUO QINGNIAN BAO 
in Chinese 5 May 90 p 3 


= by Cheng Wen 2m 2429): “Unemployment 

nsurance: Reflections of Experts and Practical Work- 
~~ 4. of First National Theoretical Symposium 
on Unemployment Insurance”) 


[Text] There is no denying the fact that unemployment 
has become a problem in China's economic life 
demanding prompt solution. The first national theoret- 

ical symposium on unemployment insurance recently 
held in Zhuhai has also indicated such an attitude: We 
have set about studying and solving the issues of unem- 
ployment and unemployment insurance. Perhaps 
because it is the first time that such a symposium has 
been held, the question of unemployment insurance has 
generated so many different views. Here is a roundup of 
the reflections of experts and practical workers. 
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1. The root cause of China's unemployment phenomenon 
at the present stage. 


This is an old topic for discussion in the theoretical 
circles. The progress made at the current meeting is that 
most comrades realize that the unemployment phenom- 
enon does not originate from a specific social systerr ut 
is related to a very complicated socioeconomic back- 
ground. Through analyses, the causes of China's unem- 
ployment phenomenon can be summed up as follows: 


The first is socialized mass production and commodity 
economy. Many comrades hold that, with the deepening 
of the division of social labor, the production structure is 
bound to be constantly readjusted, and this readjustment 
will result in the lack of coordination in the distribution 
proportion of various production factors, thus bringing 
about an unemployment phenomenon. On the other 
hand, given the commodity economy, competition 
among enterprises will also lead to the realignment of 
production factors and the enhancement of capital's 
organic composition, thus turning some idle laborers 
into unemployed persons. The fact that laborers compete 
for jobs and the mutual choice between enterprises and 
laborers will also inevitably bring about unemployment. 


The second is our country's specific socioeconomic con- 
ditions. First, taken as a whole, China supplies more 
labor than is ,eeded and there is an imbalanced structure 
between supply and demand. For this reason, unemploy- 
ment is unavoidable. Judging by China's economic 
development pattern, it is changing from an extensive to 
an intensive and efficiency type. This is bound to call for 
reduced labor costs and elimination of redundant per- 
sonnel. The numerous reforms in our country over the 
past few years have reflected this point. As a result, a 
number of people will be eyected from in-service laborers 
and become unemployed. 


2. The basic characteristics of China's unemployment at 
the present stage. 


First, the cause of unemployment is quite complicated 
and so is the composition of the unemployed. Most of 
the unemployed in the economically developed areas are 
those who have lost their jobs) The unemployment 
phenomenon emerges against the background of a high 
rate of labor flow. In the economically underdeveloped 
areas, however, the unemployed are mostly new laborers 
in cities and towns. 


Second, some comrades hold that China's unemploy- 
ment is characterized by its diversified forms. At 
present, ther. is not only open and hidden unemploy- 
ment but also semi-employment of the intermediate 
state, such as the workers and staff members of enter- 
prises which suspend or partially suspend production. So 
far, however, no scientific classification has been made 
about China's unemployment phenomenon. 
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Third, the unemployment time of laborers has length- 
ened and the unemployment rate tends to rise continu- 
ously. 


Fourth, of the unemployment phenomena, the structural 
contradiction is very conspicuous. Not only is there a 
shortage of labor but large numbers of surplus laborers 
cannot find jobs. The coexistence of “workers selectively 
choosing jobs" and a “high unemployment rate” will 
probably be a long-standing phenomenon. 


Il. The Basic Meaning of China's Unemployment 
Insurance, as Well as the Status and Function of 


China's Unemployment Insurance System. 
1. The basic meaning of uremployment insurance. 


The first view is that unemployment insurance is a social 
security system which ensures economic help for workers 
and staff members during their loss of work through the 
establishment of funds and which enables them to find 
jobs through job training and recommendation. 


The second view is that unemployment insurance refers 
to a social insurance system which is forcibly imple- 
mented through government legislation and which pro- 
vides, through the establishment of funds by the society 
as a whole, material help to laborers who have tempo- 
rarily lost sources of income as a result of unemplov- 
ment. 


The third view is that unemployment insurancx 
social security system which the state institutes through 
legislation, which is organized and implemented by local 
governments, and which is not aimed at making profits. 
The object of this definition is to distinguish between 
unemployment insurance and commercial insurance and 
between the status and role of the state and those of local 
governments in the unemployment insurance system. 


2. The nature and characteristics of unemployment insur- 
ance. 


A fairly consistent view is that unemployment insurance 
must have the following characteristics: mandatory, 
mutually supportive, socialized, and non-profitable. 


The first view is that unemployment insurance is dif- 
ferent from either social insurance or social relief. Like 
social insurance, unemployment insurance comes under 
the category of social security but its targets and role are 
different from those of social insurance. It has the nature 
of social relief but its targets are different from those of 
social relief. 


The second view is that unemployment insurance is an 
important component part of the social insurance 
system. Therefore, while we should affirm that unem- 
ployment insurance has the basic attribute of social 
insurance, we should sum up the nature and character- 
istics of unemployment insurance by comparing it with 
insurance against industrial injury, old age pension, and 
illness. Viewed from this aspect, the most basic nature of 
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unemployment insurance is that its security target is 
those laborers having labor capabilities and it provides 
employment service. 


The third view is to expound the characteristics of 
unemployment insurance from the angle of distribution, 
holding that unemployment insurance is the accumula- 
tion of laborers’ labor and that, unlike social relief, it is 
an extension of distribution according to work. 


Ill. The Problems In and the Reform Direction of 
China's Unemployment Insurance System. 


1. The problems in China's existing unemployment insur- 
ance system. 


At the symposium, comrades from the practical work 
departments gave a fairly comprehensive summary of 
the problems in China's existing unemployment insur- 
ance system. At present, the most fundamental problems 
are: the low socialization level and the low coverage of 
unemployment insurance, with only four kinds of people 
receiving the benefit; the small overall scope of the 
unemployment insurance fund, which affects its func- 
tion of supporting each other, the low proportion of 
funds withdrawn, which is also an important reason 
preventing the scope of the targets of unemployment 
insurance from being expanded; and, lastly, the 
numerous defects in management structure, such as 
i'!-defined duties incumbent on each person or post, 
._!lure to reflect the methods of mandatory payment, 
2 ad lack of guarantee for funds. These issues are not only 

in China's unemployment insurance system 
itself but also problems in management work. 


2. How to further improve China's unemployment insur- 
ance system. 


Some representatives hold that, being a component part 
of social insurance, China's unemployment insurance 
system should embody the principle of being an inte- 
grated whole and, under unified government planning, 
stress the basic objective of socialization. Judging by its 
nature, unemployment insurance should be strictly kept 
within the scope of social insurance; judging by its target, 
it is necessary for the government to make unified 
policies and regulations and, under this precondition, 
gradually expand the scope of unemployment insurance 
and improve the management structure. 


Some representatives hold that our unemployment 
insurance system should follow the principle of overall 
consideration and proper arrangement, with each having 
a proper role to play. Unemployment insurance should 
be established by all quarters of the society and changed 
from unitary unemployment insurance to one with many 
principals and levels. 


Proceeding from the angle of practice, other comrades 
propose the establishment of an unemployment insur- 
ance system according to different forms of ownership. 
Some others hold that this does not conform to the 
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unemployment system's principle of being an integrated 
whole and is not conducive to the flow of laborers. 


TRANSPORTATION 


one am Reports Development of Railway 
Netw 


SK 1606033090 Harbin HEILONGJIANG RIBAO 
in Chinese 13 May 90 p 2 


|Summary] The network of densely distributed railways 
of our province, linking both foreign trade outlets and 
hinterland, is one of the most developed railway trans- 
portation networks of the country and has provided 
favorable conditions for our province to promote for. 
economic relations and trade. 


The mileage of railways in the province totaled more 
than 5,400 km. The railways of the Harbin Railway 
Bureau center on the four economic central cities of 
Harbin, Qigihar, Mudanjiang, and Jiamusi, and spread 
to the areas surrounding them. Through the Harbin 
railway hub, materials, including those for import and 
export, are delivered to various localities of the country 
and foreign trade outlets. The Harbin railway hub is 
where the Changchun-Harbin, Harbin-Manzhouli, Har- 
bin-Beian, Harbin-Suifenhe, and Lalin-Harbin lines con- 
verge. Through the Beijing-Harbin line, goods can be 
delivered to Beijing, Shanghai, Guangzhou, and Zheng- 
zhou in the south and, through the Harbin-Dalian line, 
goods can be delivered to Dalian, a sea transportation 


passageway. 


There are three railway outlets—Manzhouli, Suifenhe, 
and Erenhot—in the Sino-Soviet border area. The Man- 
zhouli and Suifenhe railway outlets, which are under the 
administration of the Harbin Railway Bureau, have a 
history of more than 80 years, and are important pas- 
sageways through which China develops economic rela- 
tions and trade with the Soviet Union and East Euro- 
pean countries. The distance between the Suifenhe 
Station and the (Grojekevo) Station of the Soviet Union 
is merely 20-odd km, and that between the (Grojekevo) 
Station and Vladivostok, whose transportation lines link 
up to many localities of the Soviet Union, is merely 
200-odd km. Both Manzhouli and Suifenhe Stations 
have broad-gauge and standard-gauge transshipment 
yards. The transshipment capacity of the Manzhouli 
Station is 4.05 million tons, and that of the Suifenhe 
Station 900,000 tons. 


Since the Sixth Five-year Plan period, the state has 
begun double tracking the Harbin-Manzhouli and Har- 
bin-Suifenhe lines to greatly increase their capacity. The 
double-tracking of the 176-km section between Harbin 
and Lamadian of the Harbin-Manzhouli Railway was 
completed in 1986, and the double-tracking of the 375.6- 
km section between Fulaerji and Haiman is under way. 
Of the Harbin-Suifenhe Railway, the 351-km section 
from Harbin to Mudanjiang, which has a heavier trans- 
portation load, was completed and opened to traffic at 
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the end of 1988, and installation of automatic blocking 
equipment began this year to further increase its 
capacity. 


Local railways of our province have also developed vary 
rapidly, and their total length has reached 397 km, 
ranking first in the country. The Beian-Heihe line, the 
longest local railway in the country, is expected to open 
to traffic in August this year. Imported goods can be 
delivered to all parts of the country through the Beian- 
Heihe local railway and the Harbin-Beian line, and 
exported goods can also be delivered to Heihe directly by 
railways. Also, goods imported through the trade outlet 
of Xunke can be deli. ered to the Sunwu Station via the 
Beian-Heihe railway, instead of the 112 km of highway 
transportation from Longzhen in the past, thus short- 
ening the transportation line by 150 km. In this way, the 
Beian-Heihe railway will play a great role in developing 
the Xunke trade outlet. 


Highway Development in Heilongjiang 
SK 2006005990 Harbin HEILONGJIANG RIBAO 
in Chinese 20 May 90 p 2 


[Summary] Heilongjiang Province now has more than 
47,000 km of highways, ranking it sixth in the country, 
and 99.2 percent of the towns and townships throughout 
the province are accessible through highways. Twenty- 
three of the highways are trunk lines, totaling 8,500 km 
in length. Among them, seven are national-level high- 
ways, totaling 3,400 km. The Suifenhe-Manzhouli 
national highway, of which 967 km are in Heilongjiang 
Province, starts in Suifenghe, a trade outlet in the eastern 
part of the province, passes through Mudanjiang City, an 
economic, cultural, and transportation center in the 
eastern part of the province, intersects the Fangzheng- 
Yushu provincial highway, and enters the capital city of 
Harbin, intersecting the Harbin-Beijing, Harbin- 
Tongjiang, Dalian-Heihe, and Harbin-Yichun national 
highways, and the Harbin-Luobei provincial highway. 
The 630-km Harbin-Tongjiang highway links with the 
Tongjiang-Fuyuan Highway, a border trunk line, and 
passes through the Sanjiang Plain, an agricultural devel- 
opment base. It intersects the Hegang-Dalian national 
highway, links with the Fulitun-Raohe, Fangzheng- 
Hutou, and Fangzheng-Tongyu provincial highways, and 
passes through the trade outlet of Fujin and the trans- 
portation center of Jiamusi City. In the province's 
border line of more than 3,000 km, there are six trunk 
highways connecting with Mohe, Huma, Heihe, Xunke, 
Jiayin, Luobei, Fujin, Tongjiang, Fuyuan, Raohe, Hulin, 
Mishan, Jixi, Suifenhe, and Dongning, and extending to 
Yanji City in Jilin Province. 


Airline Accepted as Organization Member 
OW0106052190 Beijing XINHUA in English 
0110 GMT 1 Jun 90 


[Text] Shanghai, June | (XINHUA)}—China's Eastern 
Airlines has been officially accepted as a member of 
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SITA [International Society of Aeronautical Telecom- 
munications], airlines worldwide telecommunications 
and information services. 


Eastern is the country's second airline to join the orga- 
nization. 


SITA, established in 1949, is a nongovernmental orga- 
nization which provides free international telecommu- 
nications services for airlines all over the world. 


The organization boasts 333 member airlines from 
around the world. 
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{Article by Zhang Kangqin (1728 1660 3830) of Beijing 
University’s School of Economics: “A Tentative Anal- 
ysis of Why the Soviet Economic Reform Has Been 
Unsuccessful”’] 


[Text] It has been four years since the 27th CPSU 
Congress first proclaimed a radical restructuring of the 
economic system in February 1986. In January 1988, a 
new management mechanism was introduced, and in 
late 1988, a political reform program was implemented. 
Originally, the intention had been to use political reform 
to promote the restructuring of the economic system and 
turn the economic situation around quickly. But in 
practice, the two programs failed to promote each other 
as was the aim; instead, they led to all-out sociopolitical 
crises. As soon as political reform began at the central 
level, and before it even reached the localities, sociopo- 
litical turmoil erupted: Six non-Russian republics 
demanded their independence, nationwide labor unrests 
broke out; factory and mine workers went on strike; the 
supreme leadership was divided over what should be 
done. The political upheaval made the economic situa- 
tion even more grim. The original goals were not 
achieved. Precisely speaking, the new problems are just 
old, hidden problems brought into the open, they are 
chronic problems made more acute today. Mainly, the 
problems are reflected in the following three areas: 


One, consumer goods are even more scarce than before. 


The shortage of consumer goods has always been the 
toughest problem in the Soviet economy. In recent years, 
especially since 1989, consumer goods have been even 
more scarce. Of the 1,200 categories of goods that make 
up the “consumer basket,” 1,000 are in short supply. The 
most basic everyday necessities, such as sugar, salt, 
matches, soap, detergent, and toilet paper, are often not 
available. The total output value of consumer goods only 
comes to one-half of the people's income. 
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Two, instead of [hidden] inflation, prices are clearly 
higher. 


Consumer goods have always been scarce in the Soviet 
Union, but because of the very tight price control, the 
state government subsidies and other measures, inflation 
has not been reflected directly in higher prices but 
indirectly in such economic phenomena as long lines, 
black market, high prices in the country markets, and in 
forced savings. 


In fact, there is serious inflation in the Soviet Union. 
They have admitted that in the previous three 5-Year 
Plan periods, the money supply was 2 to 2.9 times the 
amount normally needed.' The situation is even worse 
today. 


In the wake of reform, enterprises have been given more 
power and the state has let enterprises set the prices of 
some consumer goods. Inflation that was hidden before 
now comes out into the open and is reflected in higher 
prices. Since most prices have not been decontrolled— 
the prices of 80 percent of the capital goods and 65 
percent of the consumer goods are still set by the 
state—the magnitude of price increase has been reason- 
able so far. For example, in 1988, the state's price index 
only went up 2.3 percent, although the price of certain 
types of consumer goods rose more than others: meat, 
four percent; refrigerators, seven percent; small cars and 
washing machines, eight percent, shoes, eight percent, 
clothing and piece goods, 10 percent.’ These indices do 
not include prices in the country markets. If included, 
they certainly would be higher. Some Soviet economists 
have admitted to eight to nine percent inflation in 1988, 
rising to 10 percent in the first six months of 1989.’ 


Three, the budget deficit has become a serious problem. 


The Soviet Union has been operating in the red, 
although no figures have ever been made public. Under 
the general policy of Glasnost, this closely-guarded secret 
is finally exposed. The Soviet Union ran up 20 billion 
rubles in deficits in 1985, 183 billion rubles in 1986- 
1988, averaging 61 billion a year, and in 1989, the deficit 
increased to 100 billion rubles, 11 percent of the GNP, 
and they have announced recently that the deficit may 
reach 120 billion rubles; their national debt is in excess 
of 350 billion rubles. The Soviet Union's budget deficit 
is very serious; it is a problem far more serious than in 
most well-developed capitalist countries. For example, 
when the U.S. budget deficit peaked in 1986, it still 
amounted to only 3.5 percent of the GNP. 


The grimness of the Soviet Union's economic situation is 
certainly unexpected. The reasons behind this situation 
are very complicated. Besides the exogenous factors, 
such as bad weather that affected agricultural output, the 
huge loss caused by the disastrous carthquake in 
Armenia, and plummeting petroleum prices in the world 
market which reduced the Soviet foreign exchange 








income by more than one-half, there are endogeous 
factors, the most serious of which are: 


result, haste only made waste, and the intended goals were 
not met. 


the country’s socioeconomic 
ment at the CPSU Plenary 
understandable. But the Soviet leader did not realize the 
seriousness of the economic problems he had inherited 
nor how formidable a task it was to achieve the strategic 
goals when he set unattainable goals and made hasty 
promises. For example, he wanted a higher 
economic growth in the Twelfth 5-Year Plan period than 
under the previous 5-year Plan and expected the eco- 
nomic scope to double that of 1985's by the year 2000. 
He promised to improve food supply within two years 
and raise the Soviet machine-building industry to world 
standards by | 990. 


Yet, when they began the Twelfth 5-year Plan, the Soviet 
economy was facing the following situation: The agricul- 
tural and the industrial sectors were seriously out of 
balance heavy industry outweighted light industry by 
far. and agriculture remained very backward. The supply 
of consumer goods was already very tight, and there was 
a wide gop between money and material wealth. The 
1985 money supply was 2.1 times more than that of 
1971, but the production of consumer goods 


2 


had never had advanced machine-building technologies 
to begin with, only 40 percent of their products met, and 
the other 60 percent were far below, world standards. It 
would take more than one 5-year plan to turn the 
situation around. 


Under such an industrial structure, and since the trad- 
tional economic system basically was intact and eco- 
nomic reform was still at the experimental phase, there 
were many obstacles. It is almost impossible to improve 
production and the quality of life and focus on speed and 
quality at the same time, and their experience in the last 
four years amply proved this point. 


Two, many new problems have emerged as the new 
management mechanism is being installed, and the fault 
lies mainly with the impatient pace of reform and the 
absence of a complete set of overall measures. 


First, the Law on [State] Enterprise took effect in some 
enterprises on | January |988, but the installation of the 
new management mechanism was not accompanied by 
other reform measures 
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Asa reform idea, it makes sense to start with enterprises. 
promulgate an enterprise law, and formulate other 
reform measures to complement that law later But in 
practice, it is absurd to formulate just an enterprise law 
and put off other measures, they must be implemented at 
the same time, or at least the | nt measures should 
be introduced at the same time. This is because reform is 
a systematic project, if some links are introduced first, to 
be followed by others later, the overall effects may be 
compromised. If it is not possible to implement every- 
thing at the same time. at least the mght conditions 
should be created to accommodate as much change as 
my TH gh HA Dd LAK. 
ing. Otherwise, it will produce very little substantive 
results. The Soviet authorities were too anxious for quick 
results, and before they had drawn up the main. overall 
reform measures, they rushed to promote a new enter- 
management mechanism, consequently. they have 
little success. Obviously, enterprises must be cco- 
nomically accountable and able to , 4 funds on their 
own first. If the existing seriously-distorted price mech- 
anism and overly-centralized material allocation system 
and financial credit system are not reformed at the same 
time, and if a norm that reflects the state's, the collec- 
tives’, and the individuals’ interests cannot be deter- 
mined. it will be impossible for the new management 
mechanism to function properly The Soviet Union later 
realized this fact. At the 19th All-union Conference of 
the CPSU in June 1988, a decision was made to restruc- 
ture the material allocation system and the price system 
sooner than planned. Bul because the supply and 
demand of consumer goods were seriously out of balance 
and the Soviet people could tolerate little price increase. 
the authorities were forced to put off retail sales price 
reform for three years. but reform of wholesale price of 
capital goods and htural purchase price was moved 
up to 1990. But if wholesale and purchase prices are 
changed but not retail prices, prices will still be distorted 
and more government subsidies will be needed. which 
are not the goals of price reform. In the summer of 1989. 
because of the grim political and economic situations. 
the Soviet Union made the new decision to postpone the 
restructuring of the price system until 1991-1995. But if 
prices are not changed, it will be very difficult for 
enterprises to do business as commodity producers 


Second, the wage fund source is still not linked to the 
final profit, and wages are increasing faster than labor 
productivity, which exacerbates the supply-<demand con- 
flict and makes inflation worse. 


In 1988, wages of workers in the production sector rose 
by seven percent but productivity only increased 5 | 
percent.* In the first six months of 1989, these two 
indices were 10 percent and 2.7 percent. respectively. 
Civilian income increased by 40 billion rubles in | 988 
and by more than 200 billion rubles in the first six 
months of 1989.° Income is increasing so fast that it is 
impossible for productions to catch up. and this inevi- 
tably aggrevates inflation. 


The Soviets believe that this situation is due largely to 
the wrong choice of profit index which 1s linked to the 
wage fund source. Most enterprises choose to determine 
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income by one business accounting method: Determine 
the wage fund source according to a norm. For enter- 
prises, this norm is determined by an output index. 
Determining the norm of wage fund source by an index 
made up of real goods may work if an enterprise has only 
one product, for example, wage can be made up of a ton 
of coal, a ton of oil, and a unit of electricity. But 

spussheht if on entemmelen Grameen 6 emaiuana 


of goods Moreover, an index made up of real does 
not tell whether an enterprise 1s making or money 
Asa result, most enterprises prefer a value index, but the 


norm of net output value 1s very complicated to calculate 
and 1s not popular So. the only choice is an index of total 
output value But this index tends to encourage enter- 
prises to be wasteful in order to jack up the total output 
value Although such index has been thoroughly refuted 
by theoeticians. 1 1s still widely used | 

poor choice of index inflates the wage fund source. The 
Soviets have decided to adjust the workers’ compensa- 
tion fund quarterly according to the increase in labor 
productivity rate. beginning in 1990. But this 1s another 
administrative measure that can be changed Quarterly 
adjusiments—it 1s easier said than done. 


Furihermore. enterprises have no internal restraming 
mechanism When enterprises intall the new manage- 
ment mechanism. they only worry about stimulating 
allocation but not production. 


Al present, some clements in enterprises’ new manage- 
ment mechanism. primarily the internal motive mecha- 
nisms. are beginning to make their effects felt. For 
example. enterprises now have more power to make 
decisions. and the systems of business contracts. profit, 
business accounting of revenue and allocation are in 
place But the pressure mechanisms which encourage 
enterprise to develop production, such as competition, 
tax policy, and a credit mechanism, are still absent. So 
long as there 1s a shortage of commodities, and so long as 
there 1s no outside competitive pressure, and if mgid 
budget constraints and a stringent tax system are absent, 
enterprises will have a monopoly and can use their power 
to get a higher output value and expand wage fund 
source. They can change the product-mia, cut back on 
the production of cheap consumer goods, and increase 
production of expensive products in order to reap more 
profit, Once. Moscow ran out of inexpensive soap, but 
there was a large stock of expensive soap, which proves 
the point Increasing the proportion of expensive goods 
iS @ practice particularly noticeable in the |i and 
textile industries where enterprises have more 

to set prices. Luxury goods made up 38.5 percent of all 
light and textile industnal productions in 1988, up from 
26 percent in 1985.° Under the circumstances, enter- 
prises will not bother with resource conservation, cost 
reduction. technological improvement, or development 
of new products to satisfy society's needs. 


If there are only motive mechanisms but no restraining 
mechanisms. enterprise will always emphasize income 
allocation and ignore production development. In pro- 
moting the new management mechanism. the Soviet 
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Union's total output has decreased In 1989. some 20 
of the enterprises reduced their ron plan 

15 to W percent compared to | For example. 
enterprises’ nonfood commodity production for 1989 
was |} billion rubles below the state's target 


bh pty t — ~<a 
causes of the tense economic situation. 


In the last four and one-half years, the Soviet Union has 

drastically revised its social, political, and economic 

but some errors have been made in the process. 

ith respect to the economic policies. loopholes can » 
found in the following areas 


|. The prohibition movement has gone too far Excess 
drinking is widespread and is a very serious social 
problem in the Soviet Union. Between 1970 and | 980. 
three-quarters of the criminal cases and nearly one-half 
of the divorces were drinking-related Nationwide. 
traffic accidents caused by drunken-driving cost society 
as much as $40 billion a year Hard-drinking parents 
have caused one-sixth of the babies to be born severely 
retarded. Nationwide, 20-30 million are abusers of 
alcohol and 6 million are alcoholics Faced with this 
situation, the Soviet Union initiated a mammoth proh- 
bition movement. After more than four years. the move- 
ment 1s producing some positive results. The negative 
phenomena described above are gone. but new problems 
have appeared, the most serious of which 1s state reve- 
nues, which fell by $78.4 billion between | 986 and 1988 

ing is rampant. rationing has been imposed 
because of soaring sugar sales. Since 1989. the control 
over liquor sales has been cased 


2. The state's quality control method has been a failure. 
The poor quality of Soviet products has become a serious 
problem. The authorities attemped to improve quality 
by instituting state inspection of products before 
accepting delivery This practice was tmaugurated in 
1,500 production enterprises in 28 sectors in 1987. At 
that time, 4,500 specialized technicians nationwide were 


lems: Some enterprises recruited the inspectors and were 
in cahoots to cheat the state and harm the consumers. 
some enterprises only showed the better products to the 
inspectors and hid the rest. after an inspection. some 
enterprises would continue to ignore the technical and 
work specifications, the quality of some enterprises’ 
products was poor because the parts and raw materials 
by others were bad. The poor quality products 

were sent back to the factories for 
work, which increased the cost. and some were 
simply discarded. Enterprises could not fulfill their pro- 
duction and marketing plans. some even defaulted on 
wages, upsetting the workers. The authorities wanted to 


State inspection nevertheless is an administrative mea- 
sure. It 1s futile to rely on administrative supervision 
alone to solve the quality problem. A complete overhaul 
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is Necessary A competitive mechanism must be intro. 
duced to prompt enterprises to improve quality on their 
own. After a year of state quality inspection, because of 
all sorts of problems, the practice was not expanded and 
has not been heard from since 


3. Their solutions to the agricultural problems have 
missed the mark When Gorbachev took office. in an 
effort to solve the agricultural problems. he created a 
special integrated agriculture and industry commission. 
He believed that strenghtening the relationship between 
agricultural production and the policy of putting agricul- 
ture before industry and forming an organization which 
would provide ive leadership in integrating 
agricultural and industnal productions were the solu- 
tions to the food and agricultural raw material supply 
problems. But after more than three years. practice 
proved that centralized management had smothered 
agricultural production and had not made other agricul- 
tural production-related sectors any better The All 
Soviet In ted Agriculture and Industry Commission 
had a of 4,500 at the central level and 200,000 
experts and 2 million officials at various local levels. 
Their bureaucratic work-style kept them from achieving 
the goal of promoting agricultural production At a 
special CPSU Central Committee meeting to discuss the 
agricultural problems in March 1989. a decision was 
made to shift the focus to readjusting the production 
relationships and changing the social conditions as the 
solutions. It was pointed out that development of leasing 
and contracting were among the most important ways to 
reform the socialist ownership system. At the same time. 
a decision was made to abolish the State Integerated 
Agriculture and Industry Commission and to replace it 
with a State Food and Procurement Commission. Local 
agriculture and industry commissions have been con- 
verted to joint hhure and industry companies which 
are some sort of business accounting units 


4 The policy of reducing the import of consumer goods 
has been a mistake. Tumbling petroleum prices in the 
world market since the 1980's cost the Soviet Union 
$59.2 bilhon in reduced revenues between 1985 and 
1988. As a result, the Soviets have cut back on the 
importation of consumer goods Consequently. there has 
been no increase in domestic market supply and state 
revenues have dropped. because imported consumer 
goods command a high price in the domestic market. 
which takes some currency out of circulation and 
increases state revenues. Less import reduced the state's 
1987 revenue by 9 billion rubles compared to 1985 


Four, insurmountable obstacles bend the reform mea- 
sures. 


An administrative command-type management system 
has been in effect in the Soviet Union for more than 50 
years, and it is very difficult to change Mid- to upper- 
management personnel who are used to issuing orders 
want to maintain the status quo. For example, the 
replacement of mandatory planning by state procure- 
ments resulted in some departments ordering goods in 
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the name of the state in amounts far greater than 
enterprises’ annual production capacity. Another 
example is that the streamlining of organization and 
elimination of some middle management links have 
prompted some departments to set up scientific produc- 
tron joint companies with their own independent man- 
agement organs to serve the same functions as the 
industrial production joint companies or general man- 
agement bureaus which have been eliminated Cadres in 
the primary level enterprises are used to “getting orders 
from above” and do not know how to make decisions or 
buy and sell anything on their own, which are made 
necessary by the reform. They would rather have their 
superiors tell them what to do. On the whole, the 
ordinary workers want reform. but many are still taking 
a wait-and-see attitude Some are used to “eating out of 
the big pot” and have lazy habits. Reform wants to 
change them, but they do not want to change and 
therefore are not supportive of reform. Some thought 
they could make some money out of reform and had high 
hopes. but they are not gctting anything and are therefore 
disappointed and even upset 


Five, the Soviet leadership is engaging in an internal 
ee Se ce ee eee 


Within the ranks of the Soviet leadership, there have 
long been disagreements over the scope. the extent. and 
the direction of reform Since Gorbachev became secre- 
tary general, the ruling clique has been reshuffled seven 
times. In the politburo. Gorbachev and Shevardnadze 
are the only two committee members left from the 
Brezhnev era. On the surface. Gorbachev's position is 
secured, but whenever he is not in Moscow, one can 
always hear dissenting voices. Moreover. reform has not 
been a notable success, ethnic rebellion and workers’ 
strikes also helped bring the internal struggle into the 
open. In August 1989, when Gorbachev was on vacation, 
a statement was issued in the name of the Central 
Committee on 25 August warning the three Baltic repub- 
lics about their nationalist movements. It said. “Danger 
of civil war and widespread street fighting looms in the 
three Baltic republics This statement aroused a sense 
of crisis among the people and further destabilize the 
situations in the three republics When Gorbachev 
returned on 9 September, he accused those responsibdic 
of “fomenting an atmosphere of fear. hopelessness, and 
distrust.” No matter what the ulterior motives were. or 
whether the intention was to create a tense atmosphere. 
or whether there was real concern for the fate of reform. 
to discuss the possiblilities of a coup or civil war openly 
in the newspaper is nevertheless a sign of serious con- 
tention within the Soviet leadership and of political 
instability, Moreover. because the leadership is hope- 
lessly divided over the promulgation of specific eco- 
nomic policies, 1 has prevented urgent economic mea- 
sures from being adopted and has kept some problems 
from being solved in a timely fashion 


How can they extricate themselves from the predica- 
ment” 
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It seems, if the Soviet Union wants to avoid a political- 
economic crisis, the general policy should be to continue 
to deepen the reform process rather than to retreat. They 
believe that “except by changing. except for a thorough 
economic and political reform, there 1s no other way oul 

To abandon the general policy of reform 1s to give up on 
the future.’ No doubt, the Soviet Union's highly cen. 
trahzed, administrative command-type economic and 
political systems are a spent force. Without reform, there 
will be very litthe economic development. technologi- 
cally, they will be left behind by the well-developed 
countries. Today. some problems have emerged during 
reform, but they can only be solved in the process of 
thorough reform. Of course. the reform steps may need 
adjustment, or they need to slow down. From the 
speeches delivered by Soviet leaders and from news- 
paper reports, the Soviet authorities intend to limit 
economic growth, consolidate public finance, and sta- 
blize the consumer market as ways to deal with the 
economic crisis. They want to strengthen party leader- 
ship and seck unity in thinking, and are prepared to 
convene the 28th Party Congress at an earlier time than 
scheduled and will make every effort to solve the ethan 
problems to deal with the sociopolitical crisis. Below, we 
will discuss several specific measures the Sovicts will 
take in tackling the economic problems 


The first hint that the CPSU Central Committee would 
adjust the focus of the strategy of speeding up develop- 
ment came in June 1988, at the 19th All-union Confer- 
ence of the CPSU. In his summary report delivered at 
that meeting, Gorbachev alluded to a change in the 
economic development strategy that had given priority 
to developing heavy industry In reference to drawing up 
the 13th 5-Year Plan, he said, “social-reorientation of 
economic development and increasing consumption as a 
percentage of the national income are pivotal to the 
whole structural and investment policy. the reference 
point for determining the rate and proportion of eco- 
nomic development. Today, one poin' is very clear. 
radical changes are needed. This refers to the entire 
national economy. from the service sector to heavy 
industry and even the defense industry.” At that 
meeting, renowned economist, Leonid Abalkin. ques- 
tioned the validity of the general policy of pursuing both 
quality and speed. He said, “In practice. the general 
policy that stresses both quality and speed 1s impossi- 
ble.” It was a valid analysis. Back then, Soviet restruc- 
turing of the economic system had only just begun. 
enterprises had not set up a management mechanism 
that could handle both quality and speed, and old 
traditions, old habits. old methods still wielded strong 
influences. Therefore, when faced with the goal of 
emphasizing both quality and quantity. enterprises often 
gave up quality for quantity. Asa result, they managed to 
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improve neither Practice already proved that point. 
Meanwhile, because of deteriorating market conditions, 
when the 1989 Soviet socioeconomic development plan 
was ratified in October 1988, Soviet leaders did not want 
io wait until the 14th 5-Year Plan but decided to change 
the ratio between light and heavy industries and wei 

the choice between quality and quantity in the 1989 
plan. For example. they stipulated a seven percent 
increase in category B productions and three percent 
increase in category A productions in 1989. Since market 
supply was even tighter in 1989. further adjustments 
were made to the 1990 plan: Increase category B produc- 
tions by 6.7 percent and category A by 0.5 percent.” This 
was unprecedented. With respect to overall economic 
growth, they slashed both the accumulation rate and 
investment scope: The rate of accumulation in 1989 was 
set at 18.4 percent, significantly below the approximately 
25 percent in previous years. Consumption was raised to 
81.6 percent. The 1990 centralized productive invest- 
ment was further reduced by one-third, and the rate of 
increase in National income was set at below 1988's. 


Two, adjust the agricultural policy and rebuild the agri- 
cultural system. 


The success of the above-described readjustment of the 
industrial structure depends on many factors. First and 
foremost, it depends on whether they can increase agri- 
cultural production substantially To date. the Soviet 
Union's agricultural sector still provides nearly three- 
quarters of the raw materials used in industnes that 
produce consumer goods. If sgncultural production fal- 
ters. the consumer-goods industry cannot take off. ht 
does very little good to try to solve the agricultural 
problems merely by readjusting the organization mech- 
anism of management and increasing total investment. 
The Soviets have learned that they must change the 
relationships in the agricultural economy and arouse the 
agricultural workers’ enthusiasm, so that “the people. 
who are the all-powerful owners. want to return to the 
land” The Soviet leaders are prepared to tackle the 
agricultural problems by adopting concrete measures in 
four areas: promote the leasing and contracting system. 
improve the rural social base structure and transform the 
rural society, upgrade the backward processing industry. 
storage system. and transportation system. vigorously 
promote intensive technology and scientific farming 
methods 


Three, put heavy emphasis on light industrial 
and accelerate technological transformation. 


Whether the production of consumer goods can be 
increased quickly 1s determined by the light industrial 
sector's material and technological conditions. Light 
industrial productions have long been neglected in the 
Soviet Union. which has resulted in very backward 
technologies and facilities: 40 percent of the equipments 
are beyond fully-depreciated Because of the backward 
equipment, low technological standards. wanton waste 
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of raw materials, extensive wear and tear, low produc- 
tivity, poor quality, and lack of choices in the products, 
the supply is far from meeting society's needs. 


To solve this problem, the Soviet Union specifically 
ratified the “Resolution on Implementing Technological 
Transformation in Light Industry, 1988-1995" and stip- 
ulated that 24 billon rubles’ worth of additional high- 
quality consumer goods be produced during 1989 and 
1990. To put this resolution into effect, they have 
decided to increase investment in the consumer goods 
industries on the one hand and import and utilize 
foreign capital on the other hand to bring about needed 
technological transformation. Among the joint-venture 
contracts signed between the Soviet Union and the West, 
a substantial number are dedicated to the production of 
consumer goods. Meanwhile, the Soviets have converted 
a part of the defense industry's production capacity to 
produce civilian goods. In 1989. civihan consumption 
goods produced by military enterprises accounted for 40 
percent of all products in the same category: the total 
share is expected to increased to 46 percent in 1990. For 
example. the Medium Machine-building Ministry sup- 
plied more than 200 million rubles’ worth of consumer 
goods in the market in 1989 and 1s expected to increase 
supply to 300 million rubles in 1990. 


To ease the desparate shoriage of consumer goods. on 
May 1989. the Soviet government appropriated $59 
billion to be used on importing consumer goods. 


Four, increase revenue and decrease spending and strive to 
reduce the budget deficit. 


The 1989 budget deficit is expected to top |20 billion 
rubles, 20 billion rubles more than estimated earlier this 
year. This situation simply cannot be allowed to go on. 
The Soviet authorities are determined to try every means 
to reduce the budget deficit. It is their aim to cut the 
1990 budget deficit to half of 1989's, or 60 billion rubles, 
which is more than 10 percent of the fiscal revenue. They 
hope to achieve this primarily by increasing income and 
reducing expenditures. To increase income, they will try 
to enliven enterprises, improve economic efficiency. and 
raise taxes on cooperative and individual workers. To 
reduce expenditure, they intend to reduce productive 
investments, reduce defense spending and management 
expenses, consolidate moncy-losing enterprises, and cut 
government subsidies. They have set a schedule to deal 
with the huge budget deficit resulting from the serious 
price distortions gradually over the 1991-1995 period. In 
addition, they have changed the way the fiscal budgets 
are drawn up. The budget is separated into two parts: 
Current budget and developmental budget. The former 
takes care of essential expenditures which must be guar- 
anteed, the latter assigns priority according to impor- 
tance and urgency and allocate funds properly to re“-re 
the budget deficit 


No doubt, if all of the above measures are implemented. 
the Soviet Union will be able to improve its detenorating 
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economic situation. Bul there will be no quick turn. 
around, because there are many determining factors. 
Besides political stability, which is the mayor precondi- 
tion, success also depends on whether the readjustment 
of the economic structure is successful, whether eco- 
nomic development can get on an intensive track, and 
whether the restructuring of the economic system can 
forge ahead successfully. It will take long-term effort to 
accomplish all these. “This is not an undertaking of a 


single generation © 
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money supplied was more than tripled, increasing by 
more than 100 billion rubles. Under normal economic 
conditions, 35-50 billion rubles is sufficient” 
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Plenary Session of the CPSU Central Committee, 1989 


5. Gorbachev's conversation with reporters from NEP- 
SZABADSAG. the Hungarian newspaper 
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7. IZVESTIA, 22 Sep 89. 
8. Ibid, 5 Sep 89. 


AGRICULTURE 


Agricultural Policy Viewed 
HK220505 3590 Beying JINGII YANIIU [ECONOMIC 
RESEARCH] in Chinese No 1, 20 Jan 1990 pp 61-65 


[Article by We: Longbao (5898 7893 1405). Agricultural 
Economics Department. Zhejiang University of Agricul- 
ture: “Multiple Goals in Agricultural Policy and its 
Contradictions in Practice’) 


[Text] In developing agriculture, we first have to rely on 
policy and then on science This is the fundamental 
experience obtained from the implementation of rural 
reform, and 1s also an objective requirement determined 
by the inherent special characteristics of agriculture 
itself, The biological nature of agriculture. and the reli- 
ance on land, the smal! scale of production, and the small 
degree of flexibility have led to a situation where agri- 
culture cannot achieve the expected target under present 
social and economic conditions. Moreover. problems 
will emerge. such as low agricultural production effi- 
ciency, low returns to peasants. and fluctuation in the 
demand and supply of agricultural products In China. 
where standards of material. technology. and equipment 
for developing agriculture are low. there is a serious 
shortage of cultivated land and of reserve resources for 
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tion in China is closely related to the decreasing effec 
tiveness of ural policy. This article will briefly 
analyze the iveness of China's agricultural policy 
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industnal foundation and a high 
proportion of agriculture in their economies. In general. 
rapid development of their ic industries will be the 


ization, the wage level of workers, who are mainly urban 
inhabitants, will in general be low In this situation. in 


burden In order to protect the production enthusiasm of 
peasants, some countnes have often adopted the method of 
appropriately increasing the price of agricultural products. 
Under such circumstances, in order to alleviete the effect of 
agricultural price increases on the livelihood of urban 
inhabitants, the state should correspondingly adopt the 
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method of giving financial subsidies to ensure a low price of 
agricultural products. In this case, stabilizing the prices of 
agricultural products, which are set too low, is advanta- 
geous to alleviating financial burden. 


2. ee aes productivity The fundamental 
target of China's agricultural modernization program is to 
| ral productivity, and this is also a basic 


self 
China has to emphasize increasing the supply of agricul- 
tural products by itself and on decreasing imports of grains 


effects. Second, the categories of the food imported into 
China wil! affect China's domestic ural production 
structure. This will create further 1es in developing 


agriculture. (3) Importing large volumes of agricultural 
products will weaken China's motivation to increase agri- 
cultural production. 


4 Increasing peasants’ income and improving rural 
social welfare. The facts of rural economic development 
have illustrated that the development of China's agricul- 
ture will play a role in the following four aspects. (1) It 
can provide food and cellulose for the growing popula- 
tion and the expanding purchasing power. (2) It can 
provide funds (including foreign exchange) for the com- 
prehensive transformation of the national economy. (3) 
It can directly improve rural welfare (4) It can provide 
sufficient labor for industrial expansion and can provide 
a large market for the increasing number of industrial 
products and various consumer goods. These aspects are 
all closely related to the income of agricultural depart- 
ments. That means if agricultural development cannot 
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increase the peasants’ income, the role of agricultural 
development mentioned above will not be fully utilized. 


It. Contradictions of the T of 
. argets of Agricultural Policy 


The targets of agricultural policy are the ideal results 
such agricultural policy wants to achieve The task of 
agricultural decision-making departments is to find an 
optimal way to achieve these targets based on the prac- 
tical foundation of the rural and urban economy There- 
fore. the inherent contradictions among the targets of 
agricultural policy and the contradictions between the 
targets of agricultural policy and the conditions for 
agricultural development are the constraiming conditions 
which have to be considered in searching for the optimal 
way. If these conditions are ignored when policy mea- 
sures are being formulated, the policy effects that such 
policy measures should achieve will not be achreved 


|. The contradictions brought about by multiple targets 
of agricultural policy. 


The imbherent contradictions among the targets of 
China's agricultural policy have been reflected im the 
following several aspects 


(1) The conflict between the policy target of increasing 
peasants income and the policy target that agriculture 
should provide accumulation for the growth of industry. 
Funds are the immediate force for promoting economic 
growth, while a shortage of funds is a big bottleneck 
constraining the development of ihe national economy 
In this situation, the way to achieve an accelerating 
industrial growth rate through transfer of agricultural 
income to industry has become a policy target the state 
has been trying its best to achieve. However, under the 
precondition that aggregate agricultural growth 1s lim- 
ited, the more the agricultural income is transferred, the 
lower peasants’ income will be. In order to ensure 
super-rapid industrial growth and to achieve comprehen- 
sive transformation of the economy. the only method 
that can be adopted is to maintain long-term existence of 
a scissors gap between the price of industrial products 
and agricultural products. This has slowed down the 
speed of agricultural development. and has cut peasants 
economic benefits. Such a result has shown that the 
recovery and development of agriculture has made great 
contributions to setting up the initial industrial system in 
China. However, with the strengthening of peasants’ 
consciousness on the commodity economy and peasants’ 
increasing concern about the economic efficiency of 
agriculture, the contradiction brought about by the 
unequal price of exchange between industrial and agri- 
cultural products will inevitably become more acute 


(2) The policy target of stabilizing the price of agricul- 
tural products, which 1s too low, 1s contradictory to the 
policy target of increasing the supply of agricultural 
products. The cobweb theorem of market supply an 
demand tells us that under the influence of a market, 
both demand and supply will always adjust by moving 
toward each other. Here. the role played by price 1s that 
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changes in the price level will lead to automatic adjust- 
ment between demand and supply The equilibrium 
between demand and supply is directly affected by the 
price level. Therefore, in arousing the production enthu- 
siasm of agricultural producers to increase the quantity 
supplied, the price of agricultural products will inevi- 
tably increase. When the role of peasants is changed 
irom being a pure agricultural product supplier to a 
relatively independent commodity producer. the contra- 
diction between the policy of stabilizing the price of 
agricultural products, which 1s too low, and the policy of 
increasing the supply of agricultural products will 
become very acute. 


(3) The policy target of increasing the degree of self- 
sufficiency in grain supply 1s contradictory to the policy 
target of increasing the labor productivity and the oper. 
ation efficiency of agriculture. In a country like China 
the population is large but the land resources available 
for production input are limited) When material and 
technology 1s limited, the effective input per unit area of 
land 1s also limited. If the amount of inputs—cither of 
human labor or production materials—excecds this 
himat. there will be diminishing returns on land produc 

tivity, and such increased inputs will even have no effect 
on land productivity. Therefore, within the realm of 
agricultural production. contradictions will often occur 
among the policy target of getting high aggregate output. 
the policy target of achieving high productivity of land. 
the policy target of obtaining high labor productivity of 
agriculture, and the policy target of getting high oper- 
ating efficrency of agricultural enterprises. Moreover. 
when material and technological conditions are rela- 
tively stable, the returns per unit area of land achieved 
by inputs of human labor, materials and technology will 
be determined by the proportion between the price of 
input and output. Generally speaking. increases in the 
price of agricultural products can delay the emergence of 
the phenomenon of diminished returns to land. More- 
over, as a result of the policy of stabilizing the price of 
agricultural products, which 1s too low, the contradiction 
between the policy target of increasing the degree of 
self-sufficiency in grain supply and the policy target of 
increasing the labor productivity and the operation effi. 
crency of agriculture has become very acute in China 


2. The contradiction between the targets of agricultural 
policy and the conditions for agricultural development 


Whether agricultural policy targets are set screntifically 
or not 1s not only determined by the degree of perfection 
of the policy targets. The more important point is 
whether the targets conform with the objective trend 
determined by the conditions for agricultural develop- 
ment (i.c. the resources for and the situation of agricul- 
tural development of a country, its concept of value. and 
its practical political and cultural background). Ot 
course, there will certainly be a gap between agricultural 
policy targets and the practical situation of the agricul- 
tural economy. However, if the ideal results the agricul- 
tural policy wants to achieve can conform with the 
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objective trend determined by the conditions for agricul- 
tural development, the gap between ideal results and 
practical conditions can be eliminated by implemen- 
tating a series of policy measures aimed at achieving 
policy targets. Therefore, the effectiveness of agricultural 
policy is fundamentally determined by the degree to 
which agricultural policy targets conform to the condi- 
tions for agricultural development. The great success 
achieved in the first step of rural reform is attributed to 
the fact that breaking up the traditional agricultural 
production system and mobilizing the enthusiasm of the 
broad masses of the peasants have been taken as the 
Largets of reform. It is also attributed to the fact that a 
series of agricultural policy measures focusing on exten- 
sive implementation of the output-related system of 
contracted responsibilities has been adopted, and to the 
fact that these measures have matched the objective 
realities of the rural economy and have met the real 
demands of the broad masses of the peasants. This 
reform has not only raised China's efficiency in agricul- 
tural resource allocation and its level of agricultural 
production, but has also profoundly changed peasants’ 
concept of values. Under these conditions, the series of 
agricultural policy and measures formulated to achieve 
the targets of China's agricultural policy at the present 
stage have encountered many new contradictions in 
practice. Consequently, ihese contradictions have to a 
certain extent ailected the normal role to be played by 
the effectiveness of agricultural policy. This has been 
reflected in the following aspects. 


(1) The state's task of purchasing grain and cotton from 
peasants has been adversely affected by the peasants’ 
strong desire to get rich. Implementation of the output- 
related system of contracted responsibilities has 
cnhanced peasants’ power in making independent pro- 
duction decisions and their understanding of the com- 
modity economy concept. Being inde; ndent producers 
of «ommodities, peasants have become very eager to 
have a justified position and to benefit from commodity 
exchange. Further implementation of rural reforms will 
involve the issue of benefit readjustment at a deeper 
level. When policy measures of reform are not coordi- 
nated, the benefits of peasants will often be affected. In 
the past, beneficial relations between peasants and the 
state was indirectly established through collectives— 
intermediary units—and such a relationship was a con- 
cealed one. Moreover, due to peasants’ consciousness of 
egalitarianism, they were not conscious about whether 
their benefits were affected. However, with the break 
down and distribution of such tasks to households, 
benefit contradictions at present are direct and clear. 


(2) In order to fulfill the state's purchase pian, administra- 
tive means have to be used to allocate resources in the rural 
economy, and to combine the means of production. How- 
ever. with the gradual transformation of the rural economy 
from a natural or semi-natural economy into a commodity 
economy, the introduction of markets has begun to replace 
the traditional planning model. At present, the traditional 
planning model, which still remains in the circulation 
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realm of agricultural products, can only play a limited role 
in these two aspects: (a) A double-track system still has to 
be implemented in handling staple agricultural products 
such as grain in a considerable time period in the future. 
(b) The price of staple agricultural products is still set by 
the state. The implementation of the double-track system 
has enabled staple agricultural products, which are not 
under the purchase plan, and other categories of agricul- 
tural products to enter and circulate in the free market. At 
present, although agricultural products still occupy a large 
proportion of products covered by the purchase plan, a 
large step has been taken along the path of marketization. 
The situation where the selling and purchase price of staple 
agricultural products are still set by the state conforms with 
the situation where such products contribute to a large 
proportion of the products to be purchased according to 
state plans. With the decrease in this proportion, price 
readjustment will never be a distorted and false market 
signal. Moreover, the value concept will play a more 
important role in allocating resources and in combining 
the means of production in the rural economy. 


(3) Peasants’ input in agriculture has been constrained by 
the low operating efficiency of agriculture and the low level 
of agricultural accumulation. Practices proved that long- 
term stable agricultural growth will rely more and more on 
a continuous increase in the input of modern production 
technology and the means of production, and modern and 
advanced technology takes tangible material investment as 
its carrier. Therefore, the increase in agricultural invest- 
ment is the material precondition for agricultural develop- 
ment. The state's limited amount of additional investment 
in agriculture has been mainly used in bringing rivers 
under control, in developing agro-industry, and in devel- 
oping agricultural education, agricultural science, and agri- 
cultural technology. The increase in direct investment in 
the agricultural production process has mainly depended 
on the people managing agricultural production. However. 
with the continuous progress of the commercialization 
process in the rural economy, the economic behavior of 
peasants has increasingly been brought under the control 
of the law of value. The enthusiasm of peasants in 
investing in land will be determined by the rate of returns 
on land. The present situation where the price ratio of 
agricultural products has been set too low has resulted in 
economic returns of agricultural production (in particular 
the production of grain, cotton, ot! and others) which are 
very low. Consequently, it is difficult for agriculture to 
form a self-accumulation mechanism. Therefore, peasants 
will always take the limited amount of investment from the 
agricultural realm and will invest it in products that wil! 
bring higher returns. 


(4) The transfer of excessive agricultural labor has been 
constrained by the low production rate of agricultural 
labor and thc insufficient development of non- 
agricultural industries. The phenomenon of excessive 
agricultural labor is an inherent phenomenon of the dual 
economic structure. The transfer of excessive agricul- 
tural labor is constrained by many factors. Al present, 
there are two main obstacles in transferring excessive 
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agricultural labor in China. (a) Under the situation 
where material supplies and technological conditions for 
agricultural production remain unchanged, and where 
the production rate of Itural labor is low, pure 
— | of agricultural will inevitably affect the 

fs ~— output level. (b) There has been 
insu development of non-agricultural industry, 
which is ae carrier for the transfer of excessive agricul- 
tural labor. In recent years, as the scale of investment in 
industrial production gradually decreased, the speed at 
which labor was transferred from agriculture to industry 
has slowed, and the phenomenon where labor is trans- 
ferred from industry to agriculture has emerged. There- 
fore, in order to optimize the rural economic structure 
and to increase the utilization rate of agriculiural labor, 
the organic structure of agriculture should be gradually 
enhanced, and non-agricultural industries should be vig- 


orously developed. 


(5) Expansion of the operation scale of agriculture and 
optimization of the production factors are constrained 
by land and the contracting of other resources. With the 
continuous increase in the level of agricultural produc- 
tion technology, the operation scale of agriculture will 
certainly be expanded. This is an important way to 
increase the output rate of land and the production rate 
of agricultural labor. However, due to present resources 
for agricultural production, in particular those set by the 
system of contracted equivalent area of cultivated land, 
and other specific constraints such as the constraint on 
non-agricultural use of land, the constraint on changing 
the use of cultivated land from growing grains into 
—_—- crops, the constraint on people's employ- 
they have left the rural area, the constraint on 
name need for being self-sufficient, the constraint on 
the accumulation of funds and the operation efficiency 
of peasants who have obtained the right to use land, and 
so on, land circulation has been obstructed. Where there 
has not been a smooth mechanism for land circulation, 
expansion of the operation scale of land and the achieve- 
ment of the target of managing agriculture in an enter- 
prise-oriented way will be very difficult to obtain. 


Ill. The Solution: Policy Targets, Policy 
Mecsmncs ond Econoude Retlities 


In order to ensure the role of agricultural policy targets in 
guiding agricultural development, and to continuously 
develop the effectiveness of policy targets in agricultural 
development, departments responsible for making agri- 
cultural decisions should consider the degree to which 
agricultural policy targets and agricultural policy mea- 
sures can match the realities of the rural economy in 
setting the targets of agricultural policy and in formu- 
lating agricultural policy. 


|. Coordination among the diversified targets of agricul- 
tural policy should be ensured to eliminate conflicts 
brought about by contradictions between policy targets. 
and between policy targets and policy measures. 
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(1) The diverse nature of agricultural policy targets 
requires coordination among the diversified targets of 
agricultural policy. Within a certain realm, there objec- 
tively exist conflicts of interests among urban consumers, 
peasants, and the state. Therefore, the contradiction 
among targets of agricultural policy is also an objective 
contradiction. For instance, if peasants’ income is to be 
increased, it will not be possible to excessively transfer 
agricultural income into industry. If we want to arouse the 
enthusiasm of peasants in increasing agricultural invest- 
ment and in developing agricultural production, the price 
of agricultural products cannot be kept at a low level for a 
long period of tune. Where agricultural material and 
technologica! conditions are relatively stable, if aggregate 
agricultural output is to be increased to a maximum level, 
the labor productivity of agriculture has to be sacrificed as 
the cost for obtaining such an increase. Obviously, any 
single agricultural policy measure will not be able to satisfy 
the requirements set by diverse targets of agricultural 
policy. Therefore, to formulate a set of coordinated agri- 
cultural policies. is the objective requirement of the mul- 
tiple goal of agricultural policy. 


(2) The single-direction of the role of policy measures 
requires agricultural policy, which has multiple goals, to 
have a complete system to comprehensively balance the 
role of various agriculture policy measures. Policy mea- 
sures are strategic principles and behavioral criteria for- 
mulated for achieving policy targets based on the realities 
of the economy. Therefore, different policy targets should 
have different policy measures. The contradiction between 
the targets of agricultural policy will certainly be reflected 
in agricultural policy measures. For instance, there is a 
conflict between the policy where peasants are required to 
help fulfill the state's task of purchasing a quota of agri- 
cultural products from peasants to ensure the supply of 
agricultural products and the policy where peasants are 
allowed to readjust the rural industrial structure them- 
selves, according to the law of value for maintaining their 
income level. Moreover, there is also conflict between the 
policy of using administrative means to allocate rural 
economic resources and the policy of vigorously devel- 
oping the rural commodity economy. Besides, the policy of 
vigorously transferring the agricultural labor force to 
increase agricultural labor productivity ts contradictory to 
the policy of vigorously increasing human labor inputs in 
agriculture in order to increase the aggregate agricultural 
output. Apart from these, the policy of expanding the 
operation scale of land is contradictory to the situation 
where the system of equivalent contracting of land con- 
tinued unchanged for a long period of time. Therefore, 
before launching every new policy measure, a corre- 
sponding supplementary policy should be formulated to 
avoid making the mistakes that will be brought about by 
the single-direction nature policy measure. 


2. The latest situation and trend of rural economic 
development should be grasped in time, the central 
target of agricultural policy at various stages should be 
clearly defined, and agricultural policy measures should 
be continually optimized to avoid the emergence of the 
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situation where agricultural policy targets deviate from 
the realities of the rural economy. 


(1) The central target of agricultural policy should be 
clearly defined. Agricultural policy is related to an open 
economic system which has diversified targets. There- 
fore, in order to set the targets of agricultural policy in a 
concrete way, the limit of each target should be clearly 
defined. At various stages of economic development, 
different degrees of emphasis should be attached to 
different targets. At the present stage, the general 
shortage of agricultural products is still the root of 
China's agricultural problems. Therefore, the target of 
China's agricultural policy should be ensuring the supply 
of agricultural products and on gradually increasing 
agricultural productivity. The other targets of agricul- 
tural policy should first follow this target. Only when a 
strong and comprehensive agricultural policy system is 
established according to this central target can the role of 
agricultural policy in guiding, controlling, and regulating 
agricultural production be fully brought into play. 


(2) Agricultural policy measures should be optimized. 
Material and non-material costs, such as the sacrifice of 
resources and the conflicts among various interests, 
should be paid in implementing economic policy mea- 
sures. Therefore, implementing agricultural policy mea- 
sures will also involve readjusting the relationship of 
interests among peasants, urban consumers, and the 
state. The optimization of agricultural policy measures 
should conform with the following principles, which are 
basic preconditions for normal development of the effec- 
tiveness of agricultural policy. (a) Democratic manage- 
ment methods should be thoroughly adopted. A system 
of administrative orders cannot be adopted in devel- 
oping agriculture. (b) Fair economic relations should be 
established. Establishing fair relations between rural and 
urban areas, and between agricultural and other eco- 
nomic departments on an economic foundation will 
concern the union between industry and agriculture, and 
the direction of socialism. (c) The development of people 
in rural areas should be emphasized so that peasants and 
their labor can occupy the position in society that they 
should occupy, and a balance between rural and urban 
development can be promoted. 


Liaoning Sees Reduced Grain Sales at State 
Prices 


90CE0074A Beijing JIAGE LILUN YU SHIJIAN 
[/PRICE: THEORY AND PRACTICE] in Chinese No 2. 
20 Feb 90 pp 24-30 


[Article by Wang Tieyun (3769 6993 0061) and Zhang 
Shumiao (1728 2885 8693): “Investigation of Cutbacks 
in State Price Sales of Grain and Edible Oil in Liaoning 
Province’’] 


[Text] Editor's Note: Beginning in October 1989, Lia- 
oning Province decided that some of the grain and oil 
formerly supplied at state price would be supplied at a 
negotiated price and left to market regulation. This mea- 
sure aroused a great reaction in both Liaoning and 
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throughout the country. The authorities concerned dis- 
patched people to Liaoning Province to conduct a survey. 
The situation survey written by some of the personnel who 
took part is published in this journal. These are the views 
of the authors, which have not yet been completely and 
thoroughly analyzed. This publication is publishing them 
for the reference of readers concerned with this matter, 
and welcomes articles containing analytical views from 


everyone. 


The uniform sale price of grain and edible oil has 
remained unchanged for many years while state pur- 
chase prices have risen steadily, the inversion between 
purchase and sale price becoming increasingly serious. 
Liaoning Province’s annual government subsidization of 
grain and edible oil prices has increased more and more. 
In 1988, it spent 1.442 billion yuan, or 20 percent of total 
annual government expenditures on the subsidization of 
grain and edible oil prices. At the same time, grain 
production in Liaoning did not advance after 1984; the 
gap between the fixed contract procurement price and 
the market price widened; and fixed contract procure- 
ment quotas went unfulfilled for several years in a row. 
Fixed contract procurement quotas in Liaoning Province 
for the years 1985 through 1988 were 10.5 billion, 9.5 
billion, 7.85 billion and 7.85 billion jin respectively, 
while the actual amount of procurement during the same 
period was 5.3 billion, 6.6 billion, 7.18 billion, and 7.46 
billion jin respectively. In 1988, province grain sales at 
State orices totaled 10.28 billion jin, and only 7.46 
billion jin of the fixed procurement amount was actually 
fulfilled that year. Because of the extreme :mbalance 
between receipts and disbursements of state price grain, 
Liaoning had no choice but to import grain from other 
provinces and countries, as well as convert negotiated 
price grain to state price grain to solve the problem. 
Liaoning Province had to ‘ring in approximately 3 
billion jin of wheat from outside the province, and it had 
to convert approximately 1.5 billion jin of grain pur- 
chased at negotiated prices to state price grain for 
fulfillment of plan quota. As with grain, Liaoning also 
had an approximately 200 million jin shortage of edible 
oil. Faced with the dual pressures of excessive financial 
burdens and a shortage of supply of state price grain and 
oil, the provincial government began to study cutbacks 
in sales of state price grain and oil as a means of solving 
the problem. In 1989, Liaoning Province was hit with a 
serious drought that reduced grain output by 5 billion jin 
causing an even more serious grain supply problem. 
Fulfillment of fixed procurement quotas reached only 
4.42 billion jin that year. Thus, in August, the provincial 
government requested State Council approval to restrict 
sales of state price grain and edible oil. After receiving 
approval, the province began to carry out this action 
beginning on | November | 989. 


Reduced Grain and Edible Oil Sales and Associated 
Measures 


(1) Reduced Sales. The Liaoning Provincial Government 
“Notice on Changing Some State Price Grain and Edible 
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Oil Sales to Negotiated Price Sales dated 23 October 
1989 stipulated: Some grain and edible oil supplied at 
state prices 1s to be supplied at negotiated prices and left 
to market regulation. | hose affected by the change from 
supply of grain and edible oil at state prices to supply at 
negotiated prices include the following: City and town 
food and beverage businesses, pastry businesses, catering 
businesses, and all grains and edible oils for which ration 
coupons are not required, grain units having storefront 
plants where grain rations may be traded for edible oil: 
all industries using edible oi! with the exception of those 
that make soap: all grain bought back from the state by 
fruit farmers, seed production househoids. and tobacco 
farmers, as well as all grain and edible o1! that vegetable 
farmers below the county level (including counties, but 
not county-level cities) buy back from the state. In 
addition, 20 percent of the grain and edible oil supplied 
at State prices to vegetable farmers in urban areas ts to be 
restructured and reduced, as well as 20 percent of the 
grain supplied at state price to state-owned, and to city 
and town livestock farms. 


The amount of grain involved in the planned cutbacks in 
Liaoning totaled |.47 billion jin (raw grain). including a 
970 millon jin cutback in cities, a 920 million jin cutback 
for food businesses, and a $0 millon jin cutback for 
catering service businesses. Cutbacks in state price grain 
sales to rural villages totaled 500 million jin, 40 million jin 
of it applied to seed production households, 125 millon 
jin to frunt farmers, 174 million jin to vegetable farmers 
below the county level, 91 million jin to vegetable farmers 
in suburban areas above the county level, 5 million jin to 
tobacco farmers, and 14 miiiion jin to fishermen and salt 
producers. State price sales of edible o1! were also cutback 
by a corresponding 100 million in. Cutbacks in sales of 
state price grain consisted mostly of wheat in cities and 
corn in the countryside. Cutbacks in sales of state price or! 
were for soybean oil. 


Beginning | November. additional new measures took 
effect in Benxi City where the municipal government ruled 
that prior to the issuance of Liaoning Province grain ration 
coupons, grain departments were to collect 0.32 yuan per 
kilogram from enterprise units as a state-negotiated price 
differential for special grain allowances to workers that 
grew grain. When purchasing grain or edible oi! rations 
provided for health reasons, enterprise units were to pay a 
state-negotiated price differential of 0.36 yuan and 3 yuan 
respectively per kilogram of grain and oil. The regulations 
also provided for the collection of a compensation fund of 
10 yuan per person per month from all staff members and 
workers of record (including those in privately owned 
businesses and individually owned enterprises) throughout 
the city, the enterprises to bear responsibility for making 
the collections, tax units turning the money over to the 
treasury once each month. Enterprises were permitted to 
list grain compensation fund payments as pre-tax expen- 
ditures and carry them as costs 


For various reasons, Dalian began to reduce sales of 
grain and oil at state prices on || November, 10 days 
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later than other places. Because of this, the panic buying 
spree in Dalian was more serious than elsewhere. 


(2) Concommitant actions taken at the time of sales 
cutbacks. To implement this major state price grain and 
edible oi! sales cutback measure in a smooth fashion, 
doing all possible to reduce adverse effects on the 
market, the Liaoning Provincial Government and units 
in charge concerned adopted a series of relevant mea- 
sures that played a definite role. The provincial govern- 
ment called upon the media and official organizations 
concerned to intensify propaganda to make the public 
understand these measures and to calm the public's 
thinking and feelings. It also specifically ruled that grain 
for the use of other indusiries and business in cities and 
towns, and grain bought back by others in rural villages 
would continue to be provided at the prevailing prices. 
and guaranteed supply to residents of fixed grain and 
edible oil rations without change in cither the amount or 
the price, certifying that grain in stock and grain ration 
coupons would not be invalidated. The provincial gov- 
ernment also called upon all jurisdictions to actively 
organize sources of grain following the cutbacks to do a 
g00d job of supplying markets selling grain and edible oi! 
at negotiated prices. Before the cutbacks, the provincial 
grain sector organized all sources of grain. the negotiated 
price grain in storage amounting to more than 2 billion 
jin more than at any previous time. The Shenyang 
Municipal Government ruled that supply channels 
would remain unchanged following the change from 
Stale price to negotiated price, and that state price gram 
purchase certificates would be stamped for use in sup- 
plying grain at negotiated prices. However. since this 
measure could not be publicized before its enactment, 
some panic buying ensued following its enactment. and 
it also caused some acrimony among the residents. 


Following cutbacks in sales of grain and edible oil at 
state prices, the public feared that certificates they held 
for the purchase of grain would not be honored in the 
future. so they hurried to buy and take home coarse 
grains that they had rarely purchased heretofore. As a 
result, grain shop sales of corn flour increased greatly. 
some grain shops depleting their stocks of corn flour. To 
stabilize government price grain and edible o1! markets. 
and insure the resident's supply of grain rations, all 
jurisdictions took action to increase corn flour and corn 
meal production by going on overtime, thereby 
increasing processing capacity, and by mobilrzing pri- 
mary level small processing facilities in townships and 
towns, as well as other processing enterprises to process 
finished grain. Some cities also converted their wheat 
flour workshops into corn processing workshops for the 
time being. During the period of reduced state price sales 
in Dalian, the panic buying of soybean oi! went on for 
approximately | month. The city’s grain and edible oil 
supply units used methods such as providing supplies 
day and night and increasing the number of oil deliveries 
to shops to insure supplies of edible oi), simultaneously 
calming the public's worries. 
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To control the volume of grain ration sales, and avoid 
imbalance in the supply of grain rations, all jurisdictions 
adopted measures limiting the amounts that residents 
could buy. Shenyang City stipulated that each person 
could buy no more than 20 jin of grain rations at a single 
time, and that they could buy more after that amount 
was consumed. Grain purchases remained in turmoil for 
2 months running. 


During the time the restricted state price sales policy was 
being inaugurated, unlicensed small peddlers in markets 
at Yingkou and Anshan illegally purchased residents’ 
corn flour or exchanged eggs for t. They purchased the 
flour that residents bought at grain shops for 0.68 yuan 
per kilogram only to resell it to livestock feed plants or 
state-owned breweries for 0.76 yuan per kilogram. Grain 
departments and industrial and commercial units in 
Yingkou City and Anshan City took action to deal with 
this situation, fining some peddlers and confiscating the 
grain that they had obtained in exchanges. 


To insure the supply to workers that grew grain, some 
areas issued “labor grain purchase certificates.’ On | 
November, grain departments in both Jinzhou and 
Fuxin cities adopted the use of “labor grain ration 
purchase cards” to supply grain to workers that grow 
grain. On | December, Shenyang City began to supply 
grain grown by workers for labor grain certificates. The 
institution of this method both effectively controlled the 
use of grain coupons to purchase coarse grains, and 
insured the supply of supplementary grain to workers 
thal grew grain. 


Since the difference between the state price and the 
negotiated price of grain and edible oi! was large. fol- 
lowing cutbacks in sales of state price grain, prices of 
food made from the formerly state price grain and edible 
oil rose tremendously. To contro! further price rises, the 
provincial price bureau sent telegrams containing new 
regulations regarding greater control over negotiated 
price grain and edible oil prices. and the setting of prices 
of pastries and staple foods in the food industry fol- 
lowing the change from state prices to negotiated prices. 
It called upon all jurisdiction to set negotiated grain and 
edible oil prices once each quarter, the amount of profit 
not to exceed the present profit level in principle. In 
cases where the differential price rate at links in the 
circulation chain tended to be high. they should be 
appropriately reduced, and where the gross profit rate 
for different grain and oi! products in food service 
business were too great, they should also be appropri- 
ately reduced as well. Pricing units in all jurisdictions 
re-examined and revised prices of main products made 
from negotiated price grain and edible oil. as well as the 
ex-factory prices or retail prices of food from pastry 
businesses and the food industry in accordance with 
principles set by the provincial pricing bureau. 


In addition, following the cutbacks, civil government 
units conducted a survey of those in rural villages who 
had formerly re-purchased grain from the government. 
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making specific arrangements for those peasant house- 
holds that were truly needy. Since the situation whereby 
peasant households in rural areas ate grain repurchased 
from the state was fairly complicated, the livelihood of 
some peasant households was truly adversely affected 
following the cutback in sales of state price grain. 


BE OD Silane Sle C Saas le 
n 


The reduction in state price grain sales played a definite 
role in reducing government financial burdens and 
improving the critical situation existing between receipts 
and disbursements of state price grain. It also created a 
climate for fair competition among food and beverage 
enterprises. 


(1) Reduction of government financial burdens. Not 
only did the reduction in sales of state price grain and oil 
reduce government subsidization of the differential 
between purchase and sale prices, but it also reduced the 
subsidization of grain enterprises’ operating expenses. 
For example, direct subsidization of miscellaneous ship- 
ping fees, bagging fees. commodity spoilage. and interest 
incurred in the flow of commodities could be corre- 
spondingly reduced. According to a preliminary esti- 
mate, approximately 250 million yuan in government 
expenditures could be cut. If the reduction of some 
operating expenses is added in, the reduction of govern- 
ment payments is even greater. In addition, sales of 
commodity grain and oi! correspondingly increased fol- 
lowing the reduction of state price grain and oil: thus, the 
increased tax revenues from the increase in sales of 
negotiated price grain and o1! could also increase gov- 
ernment revenues somewhat. However, the increase in 
State price sales of coarse grains resulting from the 
reduction in state price sales could cause some areas to 
exceed the actual contracted amount of state price grain 
rations. Consequently, the reduction in sales of state 
price grain and edible oi! could cause some loss in 
benefits from reduced government payments. For 
example. following the reduction in state price sales in 
Anshan City. the per capita monthly grain ration pur- 
chase was 26 jin, but the government contracted with 
grain units for only approximately 25 jin. Where it had 
been formerly anticipated that government payments 
would be reduced by 20 million yuan. because of the 
increase in the amount of grain ration sales, actually only 
somewhat more than |7 million yuan of the govern- 
ment’s grain subsidies could be reduced. Results in 
implementation throughout the province during the past 
2 months show that the predicted monthly per capita 
amount of grain ration purchases will remain at the 
contracted level. Therefore, the effect of this factor on 
reduced government disbursements will not be great. If 
the amount of negotiated price grain converted to state 
price grain were correspondingly reduced following the 
reduction in sales of state price grain, government sub- 
sides could be reduced even more. 


(2) Guaranteeing the supply of fine grains [wheat and 
rice} to residents. Liaoning lacks fine grain. Only 12 jin 
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of the monthly 30 jin per capita grain ration is fine grain, 
consisting of equal amounts of wheat flour and wheat. A 
substantial amount of fine grain supplied at state prices 
is used in industry. When the province was hit with 
natural disasters during 1989, the conflict between 
supply and demand for fine grain became more pro- 
nounced. If reduced grain sales at state price had not 
been implemented, great difficulties would ‘ave been 
encountered in insuring supplies of fine grair.. Following 
the cutbacks in sales of state price grain, the monthly per 
capita amount of fine grain will be maintained at more 
than |2 jin. In Shenyang, the amount can be maintained 
at between 13 and 14 jin. However, the easing of the 
conflict between supply and demand for state price fine 
grains will not only be reflected during the next | or 2 
years, but will continue in the future. 


In addition, Liaoning lacks edible oil. The reduction in 
sales of edible oil at state prices by 100 million jin 
remedies half of the state price edible oil supply gap. 
Thus, not only does the government get rid of a burden, 
but this action also plays a definite role in easing the 
critical situation between supply and demand for state 
price edible oil in the province. 


(3) The change from state price to negotiated price sales 
of grain and edible oil created an economic climate of 
fair competition among food processing industries and 
food and beverage service businesses. Some food pro- 
cessing enterprises and food and beverage businesses 
that had formerly relied on grain and oil being supplied 
at stable and extremely low prices made rather good 
profits. After sales of grain and oil at state prices were 
abolished, the advantage that enterprises enjoyed in 
relying on state subsidies vanished along with it, and 
they immediately faced numerous new problems. Their 
sales volume and profits declined dramatically, so much 
so that some enterprises halted or semi-halted opera- 
tions. Meanwhile, the effect was relatively slight on those 
enterprises who formerly enjoyed a fairly high business 
level. Today, no distinction is made between state price 
and negotiated price for the grain and edible oil that 
these enterprises require for processing. The great differ- 
ences that formerly existed in the enterprise business 
environment no longer exist. To compete in the new 
economic climate, those enterprises that formerly 
depended on the supply of grain and edible oil at state 
prices began to improve their methods of doing business. 
They improved the quality of their service to attract 
customers and turn around the decline in their sales 
volume. The Shenyang Municipal Service Industries 
Control Bureau coined the slogan “four improves and 
four augments.”’ The “four improves” are improve vari- 
eties, improve quality, impr ‘e service, and improve 
management. The “four augm ents” are increase mass 
appeal and medium and low quality foods, using the 'ow 
to augment the high; increase many small varieties, using 
the small to augment the big; make home deliveries in 
residential areas, using work outside to augment work 
inside; and increase breakfast foods, using breakfast 
foods to augment sales of food consumed later in the 
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day. Following the cutbacks in state price sales, the 
Chang Jiang Food Factory increased its production from 
the former 60-odd kinds of food to the present | 20-odd, 
thereby greatly improving the enterprise's competitive- 
ness. Managerial personnel at the Shenyang Childrens’ 
Food Factory feel that the former simultaneous existence 
of supplies at state prices and negotiated prices meant 
that enterprises could not compete fairly in the same 
environment. The abolition of state price sales of grain 
and edible oil was just what they had wanted. 


(4) Helps conserve grain. Estimates of departments con- 
cerned show that following the cutbacks in sales of grain 
and edible oil at state prices, the amount of grain and oil 
state price sales and the increase in negtiated price sales 
together were not greater than the amount of cutbacks in 
state price sales. The amount of residents’ grain con- 
sumption declined as prices rose. The cutbacks pro- 
moted conservation in grain consumption. This holds 
important signi‘icance in China where grain is in short 
supply and waste is serious. 


Problems Following Reduction of State Price Sales 


The change from state prices to negotiated prices in the 
supply of grain and edible oil generated a corresponding 
rapid rise in prices of products concerned, thereby 
having a substantial adverse effect on both the livelihood 
of city residents and some peasants, and »%n food pro- 
cessing industries and food and beverage businesses 
using grain and edible oil as their principle raw mate- 
rials. This effect showed up in the following several! ways: 


(1) Following the reduction in state price grain sales, a 
“devaluation” of grain ration coupons occurred. No 
longer could grain ration coupons be used to eat in 
restaurants or to buy pastries. The extent to which grain 
ration coupons could be used diminished greatly. The 
uses to which accumulated ration coupon could be put 
were restricted. Therefore, following the reduction in 
sales of grain at state prices, the usefulness of grain 
coupons declined dramatically. In Shenyang City, where 
formerly coupons for 40 jin of grain could be exchanged 
for | jin of chicken eggs, following reduced sales of grain 
at state prices 120 jin or even 150 jin worth of grain 
coupons were required. As of now, grain coupons can no 
longer be exchanged for products such as eggs. Today, 
residents have varying amounts of grain coupons on 
hand, and some residents’ families have coupons for as 
much as |.000 jin of grain. Coupons exchangeable for 
the purchase of approximately 2.6 billion jin of grain 
have been siphoned off throughout the province. The 
public feels extremely concerned about what is to 
become of these virtually invalid grain coupons. Despite 
repeated government assurances that the grain coupons 
will not become invalid, it is still unable to eradicate the 
public's apprehensions. 


(2) After some grain and edible oil supplied at state 
prices was changed to supply at negotiated prices, sales 
of grain and edible oil rations rose markedly. Since the 
percentage of fine grain in grain rations in Liaoning is 
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not large, the rise in sales of grain rations showed up 
mostly in a huge rise in sales of coarse grains and corn 
flour. In 1988, grain shops throughout the province sold 
only between 2 and 3 jin of corn flour per capita per 
month, but in November 1989, purchases rose to 10 jin. 
During the same period, per capita monthly grain pur- 
chases in Shenyang rose from 2 to 6 jin, and in Anshan 
the rate of rise was somewhat higher. The rise in corn 
flour sales is attributable to the following several reasons: 
(1) The restricted usefulness of grain coupons. The 
number of people buying staple foods in restaurants and 
grain shops declined dramatically. Because not much 
fine grain was available, some coarse grain had to be 
used to augment what was available. In Jinzhou and 
Chaoyang, where the residents never ate much corn flour 
in the past, approximately one-third of the population 
began to eat it now. (2) Because residents could not be 
sure that their coupons for grain would be honored, 
following the reduction in state price grain sales, 
numerous people exchanged for eggs and other goods the 
corn flour they had purchased using grain coupons. 
Some peddlers and mills bought corn from the residents, 
and many members of the public bought state price corn 
from grain shops only to sell it to these units and 
individuals at high prices. (3) Following a drought, when 
there were a substantial number of grain-short peasant 
households in the countryside, quite a few city residents 
purchased grain for their rural relatives, state price corn 
thereby flowing into the countryside. 


Following the cutbacks in state price grain and oil sales, 
the panic buying of soybean oil became extremely com- 
monplace in Dalian. Before the reduction in state price 
sales, Dalian sold approximately 4,500 tons of soybean 
oil from stock against coupons. In November 1989, 
however, the city’s soybean oil sales at both state price 
and negotiated prices reached 6,827 tons, or 3,242 tons 
more than during the previous month. For the same 
reasons that sparked the panic buying of grain, the 
peasants feared the price of soybean oil would rise, and 
they worried that their coupons for oil would expire. 
Their panic buying caused grain shops to exhaust their 
stocks of soybean oil. Basically, the reason for the 
increase in sales of ration grain and ration oil was that 
the public wanted to continue to enjoy government 
financial subsidies and avoid damage to their vestcd 
interests. 


(3) Because the price differential between list prices aid 
market prices of grain and oil was very great following 
the change from state price to negotiated price sales, the 
prices of grain and oil and finished goods that used them 
shot up. Standard grade wheat flour and rice, which had 
formerly been supplied at a state price of 0.185 yuan per 
jin increased to a negotiated price of 0.80 yuan per jin. 
The price of corn flour rose from 0.087 yuan to 0.345 
yuan per jin. This was a 4.3 and 4 fold rise respectively. 
The price of cooked rice rose from 0.30 yuan to 1.40 
yuan per jin; the price of steamed bread made from 
standard grade flour rose from 0.25 yuan to 1.15 yuan 
per jin; and the price of deep-fried twisted dough stick« 
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increased from 0.70 to 2.20 yuan per jin. The prices of 
cooked rice, steamed bread, and deep-fried twisted 
dough sticks increased 4.7, 4.6 and 3.1 fold. Prices of 
foods such as steamed stuffed buns, and dumplings with 
meat and vegetable stuffing for which wheat flour was 
incidental did not rise very much. Generally speaking, 
prices of low quality foodstuffs rose the most, followed 
by medium quality foodstuffs. The rise in prices of high 
quality foodstuffs was somewhat less. Biscuit prices rose 
a great deal, but prices of ordinary snacks rose somewhat 
less. For example, in Shenyang the retail price of dough 
twists made of refined flour rose from the former 0.20 
yuan to 0.50 yuan each; the price of animal crackers 
made of fine quality white flour increased from |.16 to 
2.15 yuan per jin; and the price of cake made from 
refined flour rose from 1.95 to 2.70 yuan per jin. The 
retail price of these three different products increased by 
150, 85, and 38 percent. The retail sale price of high 
protein longevity cake sold by the Anshan Municipal 
Sugar, Alcoholic Beverages, and Cake Company 
increased only 3.4 percent. 


The tremendous rise in the price of grain and edible oil. 
and manufactures made from them spurred a rise in the 
overall retail price level. A comparison of relevant 
indices for October and November 1989 show this to a 
marked degree. During October 1989, retail prices of 
grain and pastries increased 18 and 22.3 percent respec- 
tively; in November, they rose 24.7 and 40.9 percent 
respectively in a 6.7 and 18.6 percentage point increase. 
This was markedly higher that the retail price level for 
grain and pastries during the period January to October. 
(The increase for grain and pastries from January to 
October was 189.5 and 32.3 percent). Calculations made 
by statistical units in Liaoning Province show that cut- 
backs in state price sales of grain and oil will cause a 3.7 
percentage point rise in the retail price index for the 
year. 


(4) The effect on enterprises. Cutbacks in retail sales at 
state prices directly affected food processing industries 
and food and beverage businesses that had used state 
price grain and edible oil as their main sources of raw 
materials. Psychologically, people were still unaccus- 
tomed to such high price levels and found them difficult 
to accept for a time. As a result, both the sales volume 
and the profit rate of these enterprises fell markedly. 
Most food plants did not have enough work to do, so 
their staff members and workers took turns going on 
leave. Some enterprises halted or semi-halted production 
and found it very difficult to pay wages. The effect on 
areas in the province that were contiguous with other 
provinces was even worse. Plants in Liaoning found it 
difficult to compete with food industries in nearby Hebe: 
and Jilin, which were still able to obtain grain and edible 
oil at state prices. Following cutbacks in state price sales, 
retai! sales of staple foods and pastries in the food and 
beverage industries declined by a general 30 to 50 
percent. Since the amount of capital tied up in products 
rose, and the volume of loans increased manifold, enter- 
prises’ profit to cost ratios began to decline. In Shenyang, 





he ECONOMIC 


a fairly large enterprise in the food industry, the Chang 
Jiang Food Factory, saw a 33 percent rise in its retail 
prices following cutbacks in state price sales of grain and 
oil, and a dechine in its profit rate from 90 percent to 50 
percent Following cutbacks in state price sales, children 
food plant, cake plant, and food plant output declined W) 
to 40 percent 


Statistics from the Shenyang Municipal Service Trades 
Administration show a 70 percent decline in the use of 
grain throughout the system from 2.440 to 1,051 tons in 
November 1989 as compared with the same period in 
198K, and a 14.6 percent decline in sales volume. This 
included a 27 percent decline in the retail sales volume of 
breaktast foods Some restaurants in bustling downtown 
areas that had formerly sold between 200 and 300 jin per 
day of deep-fried twisted dough sticks for breakfast saw 
their sales plummet to between 40 and 50 jin. Shenyang 
City stipulated that following the cutbacks in state price 
sales, all staple foods produced by the food and beverage 
industry should carry a retail price that produced the 
same gross profit rate as previously, but in order to 
reverse the decline im retail sales volume, numerous 
enterprises automatically lowered their gross profit rate 
One-third of all the restaurants in Shenyang under juris- 
diction of the municipal service trades administration 
that sell mostly staple foods suffered losses, and some 
restaurants had trouble paying wages. The staff members 
and workers in these enterprises grumbled quite a bit, 
and hoped that the government would take corre- 
sponding actions Managerial personne! in some enter- 
prises sand that making the change from uniform sale 
prices to negotiated prices in a single step had too great 
an impact on enterprises. They wished that it had been 
done in two steps, first changing to supply at propor. 
tional prices, and later changing again to supply at 
negotiated prices 


- 


Yet another group im the grain system that was fairly 
greatly affected by the cutbacks in state price sales of 
grain and edible o1! was units having storefront produc. 
thon plants After abolition of the supply of grain rations 
and the exchange of of at state prices, the number of 
such enterprises dechned dramatically, and most of the 
temporary workers that had been hired were let go 
Within a month after the cutback in state price sales, the 
number of storefront plants in Shenyang fell from 192 to 
6%, and ther business volume dropped from 1,500 to 
140 tons. Sence these store-front plants were only an 
adjunct to the gram system, even though they were very 
hard het. the effect on the grain system per se was not too 
great 


After reducing sales of grain grown by workers in Benxi, 
enterprises assumed the burden and adapted special 
compensatory actions for workers) Workers incurred no 
increased capense, and there were few complaints How 
ever, some enterprises that were in a slump and oper. 
ating at a loss at that time felt very severe pressure 
because the state and negotiated price differential and 
the grain supplementary fund, which amounted to 125 
yuan per worker per year was truly a heavy burden for 
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these enterprises to bear This was even more the case 
with coal mining enterprises 


It should be noted that the slump in the food processing 
and food and beverage industry cannot be entirely attrb 
uted to cutbacks in sales of grain and edible on! at state 
prices, even though this was the most important reason 
The stagnation affected more than just these two kinds of 
enterprises, it was a common problem that most indus. 
tries faced. In Shenyang. some enterprises could sot pay 
worker wages, and this naturally produced an adverse 
effect on the food and beverage industries Another 
factor was the campaign in Party and government orga 

nizations to bolster the building of clean government. 
which greatly weakened the previously booming cating 
and drinking craze. Naturally, this adversely affected th: 
returns of the beverage and food industry A glut had 
already occurred in these two industries that depended 
on the cating and drinking crave and excessive consump 
tion for their rapid development The cacessive burden, 
that enterprises carried were also a mayor reason 
affecting returns from production. First. the number of 
retrenched or retired workers in state-owned and collec 

tive enterprises was fairly substantial, and medical 
expenses were caorbitant Enterprises had to pay large 
sums for purposes having nothing to do with operations 
Forty-nine restaurants under purisdiction of the Shenhe 
District Service Trades Administration in Shenyang City 
had 1.500 workers on the job and 1.031 retrenched and 
retired personnel) The Dahan Childrens Food Plant 
paid $00,000 yuan in non-business capenses cach year 

400,000 yuan of it for medical expenses Second was new 
fees and many measures adopted during the past several 
years of economic reform, such as the change of hidden 
subsidies to open subsidies, which increased enterprises 
burdens in varying degrees New expenses added in 
Shenyang during 1989 included a land tax. a stamp tas. 
a regulation fund, and raning funds for the Shenhar 
thermal power plant, plus an educaiion support fee. and 
funds to fight drought in support of agriculture Thes 
newly added ttiems cost the Shenhe District Food and 
Beverage Service Company 0.000 yuan 


Another noteworthy problem is that the impact of state 
price sale cutbacks was relatively less on those enter 
prises that provided high quality service and that were 
well run, as well as those that had provided negotiated 
price food all along. This situation showed that even 
though state-owned and collective enterprises were able 
to meure product quality. a substantial number of enter 
prises were catremely lacking in the competitive spirit 
required to pursuc development 


(5) The effect on consumers. During the penod of 
cutbacks in state price sales of grain and edible onl, pann 
buying took place in varying degrees mn every purisdiction 
in Liaoning Province Since advance notice of the cut 
backs would have been imprudent. and inasmuch as 
security measures in advance of the cutbacks were not 
sufficiently strict, many members of the public heard 
incorrect information. Supposing that prices tor gram 
ol, and foodstuffs were to be rarsed again. they engaged 
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in large scale panic buying of state price grain, oil, and 
pastries. Because of the fairly huge increase in prices of 
foods that the public consumed when the supply of grain 
and oi! at state prices was changed to negotiated prices. 
the public found the prices difficult to accept for a time. 
This was particularly true in the case of deep-fried 
twisted dough that people ate every day, which rose in 
price from 0.70 yuan to 2.20 yuan per jin. Residents who 
ate deep-fried twisted dough sticks for breakfast were 
very disgruntled. The Dalian Municipal People's Con- 
gress reported this problem to the municipal government 
several times, however, so long as the negotiated price of 
wheat flour and soybean oi remained relatively high. 11 
was difficult for the price of deep-fried twisted dough 
sticks to go down. After prices of deep-fried twisted 
dough sticks, mee, and steamed bread rose with no 
corresponding rise in residents’ income. the volume of 
purchases declined markedly. Thus, many people felt 
ther standard of living had been hurt. Some members ot 
the public said that the country stabilized prices this 
year. there was to be no increase in prices. The govern- 
ment should stick to its word. When it says prices are to 
rise and they rise, people do not know what to do. 


One restaurant in Dalian formerly sold more than 200 
jin of deep-fried twisted dough sticks daily, but after the 
cutbacks in state price sales, its sales volume fell to 40 
jn. After a period of time, sales rose again to around 70 
yin. Clearly, some of the residents began to adjust and to 
accept the post cutback prices of deep-fried twisted 
dough sticks 


(6) Effect on the Peasants. For peasants in rural villages 
to which the state resold grain and oil, the change from a 
proportional price to a negotiated price increased living 
expenses to a certan extent. Among vegetable farmers in 
suburban areas and peasants on state-owned livestock 
farms where state price sales of grain and oil were 
reduced 20 percent. there was not much complaining. 
For vegetable farmers at the county level and below to 
whom the state resold grain and oil. once sales of grain at 
state price were cutback, some vegetable farmers com- 
plained quite a bit. From those peasants whose vegetable 
land was taken over for public facilities, in particular, 
complaints were very loud. Some vegetable farmers said 
that all vegetable farmers should be treated the same 
way. Among the peasants for whom state price sales were 
reduced, the impact on seed production households was 
greatest. This was because when the negotiated price o! 
grain that the government resold them became too high 
seed production households could make no profit. It was 
expected that numerous peasant households in this cat. 
egory would change into other lines of work later on 
Iwo natural hamlets located in the Fenghuang moun. 
tains of Fengchen County under jurisdiction of Dandong 
(ty had always eaten grain resold by the state at state 
prices ever since the region had been developed as a 
tournt area. Once sales were changed from state price to 
negotiated price, the villagers reacted strongly. In view of 
the real difficulties that the villagers taced, the local 
government restored the former supply ai state prices 
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Several Problems Requiring Summarization 


(1) Were the cutbacks in grain and oi! sales at state prices 
truly necessary’ The inversion between purchase and 
sales price, and the shortage of grain at the state price, 
which resulted in grain purchased at a negotiated price 
being sold at the state price, became a heavy drain on 
both the central government and local government trea- 
suries. Financial subsidies of grain and oi! prices during 
1989 are predicted to exceed VW billion yuan. and Lia- 
oning Province’s grain and oi! subsidies also account for 
20 percent of all government expenditures. At the 
present time. the differential between the list procure- 
ment price and the market procurement price ts fairly 
large. and during the next several years there is bound tc 
be a continued rise in the fixed contract procurement 
price of grain and o1l-bearing crops. If the uniform sale 
price 18 maintained without change. that will mean 
continued increase in financial pressure on the govern- 
ment. If this goes on. the accumulated problems will 
become greatcr and greater. and the difficulty in solving 
them will become greater and greater too. In particular. 
the sale price of grain is too low, a steamed bread selling 
for between 0.05 and 0.06 yuan. causing extremely great 
waste. Thus. this problem has developed to the point 
where 11 must be solved. it cannot go on any longer. The 
methods that provinces and regions such as Liaoning 
used to cutback state price sales, and to collect a grain 
and edible o1! compensation fund demonstrate this pomt 
clearly. There are two solutions to this problem. the first 
of which 1s cutbacks in grain and oil sales at state prices. 
This both solves the government financial burden 
problem, and also solves the problem of where to obtain 
grain and oil for sale at state prices. The second solution 
iS to raise the grain and ol state sale price. particularly 
raising uniform sale price for sales to the non- 
agricultural population. simultancously providing resi- 
dents an appropriate subsidy. Until such time as the 
central government decides to rarse the sale price of state 
price grain and oil, local government restriction of sales 
iS @ Very positive action. 


Analyzed in purely technical terms, the benefits obtain- 
able from increasing the sale price of grain and oil 
(including grain rations) are better than from restricting 
state price sales. Not only does it avoid the overly great 
impact on markets and society caused by the change 
from state price to negotiated prices in a single step, but 
it can get hold of more state price grain within economic 
plan. thereby playing a role in insuring supplies and 
stabilizing grain market prices. This holds greater signif- 
icance for a grain-short country such as China. In addi- 
tion, as the sale price rises, the problem of what to do 
with large numbers of accumulated grain coupons will be 
gradually solved. The problem that many places face in 
gathering a grain compensation fund can also be basi- 
cally solved. If the central government does not plan to 
raise the sale price of grain and oi] within a short period 
of time, the only way open to address the government 
financial burden ts to cutback sales of grain and oil at the 


State price 
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(2) Selection of the propitious time to cutback sales 
Liaoning Province inaugurated its cutback of a state 
price sales in November 1989 at a time when prices were 
fairly stable. In November, the retail price index was 
109.1, and the rate of increase in prices had returned to 
below double digits. This was favorable for the inaugu- 
ration of the cutbacks. However, the speed of economic 
growth slowed during this period. Numerous enterprises 
were in difficulty, and the number of failing enterprises 
increased greatly. thus, the unfavorable effect of the 
curtailment of state price sales was prominent. There- 
fore. before the inauguration, a complete weighing of al! 
factors in the economic environment was necessary in 
order to reduce insofar as possible negative conse- 
quences following the cutback in state price sales. The 
situation in Liaoning Province showed that during the 
current period when the national economy 1s not in good 
shape. the large scale inauguration of cutbacks in state 
prices 15 ill-advised. 


(3) Determination of the particulars in sales cutbacks. 
When Liaoning Province made the cutbacks, it retained 
State prices for the sale of grain rations to the non- 
agricultural population, to institutions, to breweries pro- 
ducing non-staple foods, and for city livestock feed. No 
place other than Benxi reduced sales of grain grown by 
workers. On the basis of the experience of Liaoning and 
other provinces and regions in reducing state price sales. 
retention of sales to brewenes making non-staple foods 
was proper. This was because some products such as soy 
sauce and vinegar are interwoven with the daily life of 
residents, and the chain reaction would be considerable. 
During a period when numerous enterprises were in 
difficulties, reducing sales of grain grown by workers 
would have had more disadvantages than advantages. In 
future cutbacks of state prices, other jurisdictions must 
deal with this matter prudently. Liaoning Province cut 
back only 22 percent of its state price sales to the 
agricultural population. It retained the resale to peasants 
of 1.8 billion jin of state price grain, mostly to histori- 
cally grain-short teams and to peasants engaged in the 
growing of cash crops. Had the supply of grain to 
historically grain-shori teams been changed from the 
State price to negotiated prices, serious consequences 
would have been inevitable. Because of the local eco- 
nomic benefit, the government generally maintained the 
resale of grain at the state price to peasants engaged in 
the growing of cash crops. This same situation exists in 
provinces and regions in the southern part of the country 
where the resale of grain at the state price to cotton, 
tobacco, and sugar-growing peasants has not been abol- 
ished. Inasmuch as the state resells grain to many dif- 
ferent categories of people in rural villages, and since 
there are very great differences between one region and 
another, when rural villages curtail state price sales, they 
must continue to uphold the principle of a different 
policy for different areas. 


(4) Commensurate actions taken during cutbacks in state 
price sales. During the cutbacks, Liaoning Province took 
some commensurate actions, such as increasing amounts 
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of grain and edible oi! in storage, stabilizing supply 
channels, insuring grain and oi! supply, and strictly 
controlling the extent of price rises In addition the 
government affairs work done were all experiences from 
which valuable lessons can be learned. Because cutbacks 
in state price sales affect many areas, government should 
adopt comprehensive and complete measures to address 
disadvantageous influences following the cutbacks. 


From a long-range point of view. if uniform sale prices 
continue to be maintained without change, the carler 
state price sales of grain and oil are curtailed the better. 
The longer this is put off, the greater the differential 
between list and market prices. and the greater the 
impact following cutbacks in state price sales. However, 
in view of the fairly grim economic situation in China 
today. the specific kinds and amounts of cutbacks should 
not be excessive. Cutbacks of state price sales that 
produce a substantial adverse effect must be handled 
with prudence. In addition, cutback plans should take 
into consideration the effect on the economy of political 
and social factors 


Effects of Drought on Guangxi's Agriculture 
9OCEO20SA Nanning GUANGXI NONGYE KEXUE 
in Chinese No 1, Feb 90 pp 1-4 


{Arucle by Wu Quanyan (0709 0356 5888), Guangsx: 
Agricultural Meteorology Center, and Lan Yongchang 
(5663 3057 2490) and Huang Xiangxing (7806 7449 
2622), Guangxi Meteorological Observatory: “Effects of 
Drought on Guangxi's Agricultural Production and 
Remedies For It") 


[Abstract] Although Guangxi receives between |, 100 and 
2,800 millimeters of rainfall each year, because of the 
effects of the monsoon, this rain falls very unevenly. As 
a result, one part of Guangxi or another suffers from 
drought 48 percent of the time, and the whole region 
becomes drought stricken approximately once every 21 
years. When spring drought strikes, sowing and trans- 
planting of the early rice crop, and all dry land farming is 
affected. Summer drought hurts the tasseling and silking 
of corn, and water 1s insufficient for the late paddy crop. 
A fall drought poses substantial dangers for late paddy 
panicle formation and the coming into milk of the grain. 
The autumn corn and sugarcane crops are also fairly 
hard hit 


The most basic means used to fight drought in Guangxi 
are the building of water conservancy facilities and 
afforestation, followed by proper choices of crop vari- 
eties and farming methods. including the use of hybrids. 
the use of plastic mulch. and crop rotation. Artificial 
rainmaking. which increases rainfall by between 10 and 
20 percent. supplements these methods. 


This tightly organized article details the areas of occur- 
rence of spring. summer, and autumn drought. its effects 
on crops, and the specifics of coping with nt. The article 
concludes with a call for a planned, comprehensive. 
scientific study of the drought problem in Guangar. 
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Sales 
Rising Hog Production, Declining 


Provinces Report on Hog Situation 
QOCEOIS2A Beijing JINGIT CANKAO in Chinese 
12 Apr 90 p 2 


[Article: “Sharp Increase in Hog — y -4 Rate, No 
Improvement in Market Sales. Some Regions Experi- 
encing Prominent Discrepancies Between Hog Produc- 
tion and Marketing| 


Summarizing data from a!l areas since the beginning of 
1990. the number of hogs slaughtered has increased by a 
large Margin in some regions of the country, but market 
sales have been slow, which has resulted in severe 
overstocks of pork. The authorities concerned warn that 
we must take steps to foresiall a resurgence of “hog- 
selling problems ™ 


The situation reported by the Shangha: Agriculture 
Bureau indicates that in the first half of 1990 the number 
of hogs slaughtered in the area surrounding Shanghai will 
increase considerably Based on various counties’ and 
prefectures’ 1989 year-end figures on the quantity of 
porkers and piglets in stock, 11 1s predicted that in the 
first two quarters of 1990 up to 2,126,000 hogs may be 
slaughtered throughout the city, an increase of 408,000 
over the same period in 1989. 


According to plan. the Shanghai suburbs were to transfer 
1,303,500 pigs to the city this year. In 1988, about 
800.000 head were transferred to the city during the first 
half of the year, but in 1990, because the number 
slaughtered increased, we had no choice but to raise the 
number transferred into the city to 1.05 million, up 
202.000 over the same period in 1989. Although hog 
output and sales basically balanced out around Shanghai 
during the first half of the year, if this continues, there 
will be 250.000 surplus pigs left over above the procure- 
ment plan during the last half of the year. Obviously. 
after July there will be a serious excess of hogs produced 
above procurement levels, and it is very possible that 
“hog-selling problems” will appear. 


In the near future stockpiles of pork on the Tianjin 
market will continue to grow, but the sales volume will 
continue to fall. According to statistics, by the beginning 
of March. city stockpiles of pork had reached 66,000 
tons, enough to satisfy the needs of the 4 million resi- 
dents for six to seven months. 


Our understanding is that at the end of 1989 the state- 
run food system in Jiangsu had 74,400 tons of frozen 
pork in stock, a record amount. It is projected that 
between the last ten days of April and July, 5.5 million 
hogs will be slaughtered in the province, and during that 
time 70,000 tons of pork will be stockpiled. Adding the 
new to the old. pork reserves will reach 140,000 tons. 


To reduce pork stockpiles, Jiangsu commercial depart- 
ments plan to transfer 20,000 tons of pork to other 
provinces, expand commercial stores of carved meat by 
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5,000 tons, and process and can 5,000 tons of meat. It is 
predicted that aficr April the province will still have 
80,000 to 100,000 tons of pork for which there will be no 
market 


Now prospects for hog production in Jiangsu are bleak 
Since December 1990 the number of sows in stock has 


dropped by 10,000 head per month. As of the end of 
February. there were only 1.05 million sows remaining. 
fewer than the |.10 to 1.15 million normally on hand. 


According to statistics compiled by the Shaan: food 
sector, at the end of February there were 6.3 million hogs 
in stock in the province. up 4.4 percent over the same 
period in 1989. However. because there are overstocks of 
pork throughout Shaanx: and market sales are slow. 11 1s 
predicted that in the minor peak period prior to the 
wheat harvest. discrepancies between hog purchase and 
sales will become very noticeable 


Surveys indicate that in Shaanx: the number of large 
hogs weighing 50 kg or above has grown to 1,266,000 
head since February. up |4.7 percent over the same time 
last year. During the second quarter 790.000 hogs may 
be slaughtered. and there will be no market for approx 
imately 200,000 of them (about 10,000 tons of pork). 
Right now stockpiles of pork are growing all across 
Shaanxi. At the end of February commercial reserves 
were 29,700 tons of pork, up 11.5 percent over the same 
time in 1989. and equal to 60 percent of total sales for all 
of last year. Beginning in February the Xi'an market 
stopped accepting large hogs weighing more than 100 kg 
This market 1s implementing an allocation and transfer 
program involving only 6.300 head. or 2.5 percent of the 
250,000 head slated for 1990, which has delayed the 
slaughter of a large volume of hogs until the second 
quarter of the year. 


Measures lo Alleviate Problems 


VOC EOIS2B Beijing JINGII RIBAO in Chinese 
11 Apr 9p 


[Article by JINGJI RIBAO correspondent Lin Juanka: 
(2651 7165 2818) and reporter Chen Qikan (7115 0796 
0000): “Prevent the Occurrence of New Hog-Selling 
Problems| 


[Text] Live hogs are a major agricultural sideline product 
in the Chinese countryside, and pork is an important 
nonstaple food for urban and rural residents alike In the 
past few years, hog production has sustained a period of 
stable growth nationwide Statistics show that in 1989. 
under unfavorable circumstances caused by rising grain 
prices, shortages of fodder. and a declining price parity 
between hogs and grain. we nevertheless maintained a 
satisfactory trend of stable growth in hog production. We 
slaughtered 289 million head of swine in 1989. up five 
percent over the previous year, and at year’s end there 
were 352 million head still on hand. up 2.9 percent over 
1988 There were ample sources of pork, the price 
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remained relatively stable. and the market supply situa- 
tron was the best it has been in recent years. 


An analysis of the situation in several areas indicates 
that in 1990 hog production will continue to be stable. 
and supply and demand for pork will essentially balance 
out, But it is worth noting that due to the effects of 
funding shortages and hog sales and allocation blockages 
in certain major hog-producing areas. pork stocks arc 
—- second quarter of the year 1s a minor peak 
period for live hog procurement, when hog slaughter and 
marketing are rather concentrated, bul 11 1s also a slack 
period for pork sales. The discrepancy between high 
procurement and low sales 1s fairly pronounced. and in 
some places “hog-selling problems may appear At the 
same time. we should also realize that some unstable 
factors persist in certain mayor hog-producing areas 
Primary among these 1s that the price parity between 
hogs and grain has declined. In recent months the 
hog-grain price parity has been only about 1:4 of 1:45 in 
certain prime hog-producing areas of Heber. Shandong 
Henan. Jiangsu. and Shaanxi In some places the price of 
pigicts has dropped and farmers are continuing to 
slaughter or castrate and spay hogs Therefore. we need 
to pay close attention. take the appropriate steps. and do 
a good job. We absolutciy must not treat this matter 


lightly 


Now hog production in China is still dominated by 
thousands of individual houscholds practicing decentral. 
ized animal husbandry Although peasant houscholds 
practice decentralized swine husbandry and differ 
widely from specialized hog breeders in their need for 
fodder and in their stock rearing methods. and although 
they are somewhat more able than specialized hog 
breeders to bear higher grain costs. they are also limited 
in growth potential and produce an unstable volume of 
commodities. Therefore. to guarantee a relatively stable 
and reliable source of supphes for the pork market. we 
must work to integrate this decentralized swine hus- 
bandry with specialized hog breeding Al the same time 
we need to place our unwavering support behind various 
hog production policies. Long-standing. effective pols 
cres on the link between hogs. fodder grain and fodder 
fields, as well as on the “use of indusiry to and hog 
production,” should not be changed lightly Because hog 
production 1s substantially limited by grain avarlability 
to preserve a reasonable income in peasant houscholds 
engaged in swine husbandry we must maintain a reason. 
able price parity between hog procurement prices and 
grain prices generally it would be best to keep parity at 
1:5 to 1:5.5. We must also determine the lowest pro 
tected price. so as to safeguard initiative among hog 
farmers 


Controlling pork sales and using sales to promote pro 
curement 1s the major way of alleviating the second. 
quarter discrepancy between procurement and sales The 
focal point for expanding pork sales 1s in the countryside 
China has a rural population of more than 800 million 
people, and if cach person ate one hall jin more pork. 
this 18 a considerable quantity of pork. Rural. grass-roots 
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level food stands operated by state-run businesses should 
make the best use of existing facilities. both to buy live 
hogs and to sell pork. The urban business sector, at the 
same time it guarantees a set volume of supplies. should 
actively expand tated buying and selling. which 
produces small 1s but rapid turnover Where condi. 
tions are right. we should also strive to develop sales of 
defatted meat and production of highly processed meats 
and meats packaged in small quantities. to imcrease 
production and supplics of processed meat products. and 
satisfy different levels of consumption demands 


Many years of experience indicate that i 1s essential to 
develop a multi-channel approach If we lack mult. 
channel circulation, the market will be flat. but if there ts 
ho primary channel! of state-run business to regulate and 
control the market, « will be difficult to stabilize the 
market and curb commodity prices. Therefore. all local- 
ities should take advantage of the opportune moment 
during the second-quarter minor peak season, when hogs 
g0 to market, to buy and store more pork They should 
take advantage of the role of state-run businesses as 
“reservoirs.” to control market supply and demand 
during the second half of the year 


Shanxi's l astable I 
xi's Hog-breeding Industry 


WH EO225R Tawuan SHANA RIBAO mn Chinew 
20 Apr 90 p 2 


[Article by reporter Han Shuasan (7281 2579 6343) 
“Reasons For and Ways To Deal With the Unstable 
Hog-breeding Industry || 


{ Text) A Situation Worth Our Attention 


There has been a province-wide “hog crisis” since the 
end of 1989. Today, the average purchase price of hogs is 
around 2.8 to 3 yuan a kilo. and as low as 2 to 2.2 yuan 
in some counties, which «6 O.8 to | yuan below last 
September-October's price 


According to a Taigu County report. piglets weighing & 
kilos which sold for 80 to 100 yuan last year fetch only 15 
to 20 yuan today 


Cao Tingchen. a peasant from Lingchuan County's 
Magedang Village. complained to the news bureau that 
his 110-kilo pigs which he sold for 286 yuan cost W4 
yuan cach to raise, costing him 18 yuan a head to sell 


On 8 February a vice governor commenied in SHANXI 
KUAIXUN [SHANXI EXPRESS] that the government 
should adopt measures to enforce a protection price and 
imcrease purchases 


But on 16 March. this reporter learned from a provincial 
food company that the sales areas cold storages were full 
and that the production areas had stopped delivering 
live-hogs to the sales arca 





JPRS-C AR-90-046 
26 June 1990 


According to a JINSHANG XINXI (SHANXI BUSI- 

NESS INFORMATION] report, Shanxi has an over- 

stock of 300,000 to 500,000 hogs. If they cannot be 

slaughtered in time, it will be inevitable that live-hog 
uction will ship. 


What Is the Problem’ 
There are many reasons for this price fluctuation. 


Since the founding of the PRC, except from 1949 to the 
end of 1959 when Shanai's livestock inventory rose 
sharply. there has been one fluctuation every four to five 
years. When hogs were scarce. people would “go all out 
to raise pigs.” and when hogs were in abundance. these 
“gods of fortune” became a burden. In the last 30 to 40 
years, we have been trapped in a “strange cycle” of ups 
and downs 


In the 1980's, Shanxi's hog-breeding industry grew rap- 
idly. From 1981 to 1984, the province shipped out a total 
of 1.434 million head. But from the time the live-hog 
business was decontrolled in 1985 until the end of 1989. 
Shanxi has brought in 2.45 million hogs. 


No doubt, the decontrol of hog prices plays an important 
role. but there are other unforeseen circumstances. 


First, with the emergence of individual butchers, the 
food department which used to be the “main channel” 
for buying and selling hogs began to see its business 
dwindle In 1984. the state-run food companies bought 
85 percent of all hogs slaughtered. Last year, they bought 
23.6 percent. Because oj higher interest on loans and 
higher shipping and storage costs and so on. the state-run 
companies which are caught between protecting con- 
sumer and producer interests incurred a net loss of 81.92 
million yuan in 1989. 20.74 million yuan more than in 
1988 and 44.78 million yuan more than in 1984. Up to 
the end of 1989. various prefectural, city, and county 
governments still owed as much as 22.75 million yuan in 
back subsidies which had accumulated over several 
years. Today. of the more than 600 food purchase and 
sale stations in the province, 70 percent are semi- 
defunct. some have simply disappeared 


Conversely, individual butchers take advantage of their 
superior position, and “with a bicycle and a scale, they 
set up businesses everywhere“ Some of them cheat on 
their taxes, some tamper with their scales. and some 
cheat their customers on quality and prices. According to 
the Shanx: Tax Bureau and the provincial Bureau of 
Industry and Commerce, during the first three quarters. 
individual hog businesses paid | 289 million yuan in 
taxes, and 704,000 live-hogs were bought and sold in the 
market, an average of 1.77 yuan in tax was paid for each 
hog. Meanwhile. the state-run food department paid 23 
yuan in taxes for every hog bought and sold. Obviously, 
this 1s not fair competition 


Second, when the sales areas buy live-hogs from the 
production areas within Shanxi. each ton of plain pork 
strips costs 5,200 yuan: but the per ton price delivered 
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from outside the province is only 4.100 yuan. Last year, 
Shanxi was supposed to transfer in 172,000 hogs 
according to plan but actually transferred in 496,000 
head from various localities. As a result, freezers are full. 
According to figures collected in Taiyuan. Datong, and 
Yangchuan, there is enough meat in the freezers for 
— in those three major cities to last until National 
y. 


The central government has stipulated a 300 yuan per 
ton subsidy and 150 yuan grant to pay for the feed price 
differential when meat 1s transferred from the produc- 
tion to the sales area. Shanxi transferred in a huge 
amount of meat. which the central government subsi- 
dized. The low price curtailed sale of local “black gods of 
fortune” and prompted the massive transferring out of 
locally-bred hogs. 


Shanxi always produces a bumper autumn grain crop. 
anc we are well-established in hog production. How did 
the frozen meat from the other provinces manage to 
corner our market” 


Since the hog business was decontrolied, the incentive 
sale policy of other provinces has been stabilized. In 
Shanxi, however, except for the supply of 150 kilos of 
feed ai parity price for cach boar or sow, all other 
preferential policies have basically been abolished. The 
State-run food department has lost interest in hog- 
breeders. annual hog purchases plummeted from 
968.000 head to 330.000 head. 


Looking at the feed supply situation. 30 million kilos of 
feed were obtained for the province's 200,000 boars and 
sows in 1987. Last year. there were 365.800 sows in 
stock, but there was no significant increase in feed 
supply. Liang Zuoyi, a peasant from Wenshui County's 
Boyou Village. wrote to this newspaper recently asking 
about the supply of parity price feed, or lack of 11. for his 
village's 50 heads of sows. Perhaps one reason is that 
there are more hogs than there 1s feed to go around. 


True, in an effort to stabilize hog production after 
decontrol, the state tried to set a purchase protection 
price based on the hog to grain ratio of 1.5 to 1.55. But 
according to the livestock department's estimate, even 
with the protection price. after all the hard work. the 
peasants make only 50 yuan on each hog. There is no 
room for optimism with this kind of disadvantage. The 
purchasing department's financial resources are limited 
It can neither enforce the protection price nor increase 
purchases. 


There Are Solutions 


Reportedly. the nation’s per capita pork consumption is 
18.2 kilos, in Shanxi, the average 1s only 6 kilos. Obvi- 
ously. there 1s potential in the pork market here 


After decontrol of the hog business. some localities in 
Shanxi kept the “microclimate.” such as “using industry 
to supplement hog-breeding’ —taking part of the collec- 
tive industries’ and sideline productions imcome to 
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subsidize the feed price differential paid by hog- 
breeders, or “using fertilizers to supplement — 
giving the limited amount of chemical fertilizers pro- 
duced in large chemical plants to the hog-breeders as a 
subsidy to be used on feed production, or “using unde- 
veloped land to supplement hog-breeding’’—contracting 
out some arable but yet undeveloped land to the peasants 
to grow concentrated feed and coarse fodder. All these 
methods should be promoted in localities with the right 
conditions. 


As for losses caused by government policies which 
should be compensated, governments at all levels should 
implement a policy of awarding more subsidies for more 
sales to the management units for the portion of goods 
they have to buy at a higher price than they can sell. 
Subsidies should be paid promptly and without delay. 


The interest rate on loans for agricultural and sideline 
product purchases 1s 4.7 percent, but food departments 
pay 9.45 percent for hog purchases. If it pays the same 
interest as others pay for agricultural and sideline 
product purchase loans, perhaps its operating loss can be 
reduced. 


Although freezers in sales areas are stuffed, there 1s room 
for 600,000 head of hogs in the freezers in production 
areas. This year, the food department plans to consign 
approximately 200,000 heads of hogs to the production 
areas for storage. What 1s urgently needed 1s the 6 million 
yuan storage fee which the relevant departments must 
come up with soon. 


The transfer in of pork from other provinces must be put 
under tight control. The provincial Agricultural and 
Livestock Department and food companies have 
decided in principle not to transfer in any more pork this 
year. A regulation fee should be imposed on units which 
transfer in pork on their own. However. since food 
departments in different localities are eating out of 
separate pots, the provincial food companies can do little 
to control their subordinates’ behaviors. If all the policy- 
mandated losses can be gathered for use. a leading 
comrade of a provincial food company said with confi- 
dence that loss can be reduced by 10 million yuan, which 
can be used to buy the peasants’ hogs at the protection 
price. 


As for the individual butchers, besides protecting their 
legitimate business and giving play to their vitality, we 
must ban all unlicensed operations to ensure that people 
get rich by legal means: decontrol should not mean 
abandon. All areas should consider adopting the method 
of “having designated slaughterhouses, conducting 
inspections at a centralized location, levying a unified 
tax. controlling the wholesalers, and decontrolling the 
retailers” now practiced in 23 counties (cities) including 
Yuci, Gaoping, and Zhangzi 


Xu Fangxiang, a specialized hog-breeding household in 
Qingxu County's Xugou Township, has been subcribing 
to SHANXI NONGMIN, SHANXI KEJI BAO, XUMU 
and other publications for the last five years to learn 
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more about scientific hog-breeding techniques, mixing 
feed, and improve hog-breeding methods. Last year. he 
slaughtered 250 hogs and made a net profit of 15,000 
yuan. When Wang Xuming. another peasant from this 
township, sold his 17 porkers, he earned 30 to 40 yuan 
per head above the average price. Clearly. the day 
traditional hog-breeding methods change 1s the day 
hog-breeding becomes a profitable industry. 


Excess Urban Grain Rations Create Waste in 
Shaanxi 


9OCE02054 Xian SHAANXI RIBAC in Chinese 
18 Apr 90 p 2 


[Article by Chen Xiaoping (7115 1420 1627): “On 
Shaanxi Province’s Excess Urban Grain Rations”| 


[Text] The standards for urban grain rations in the PRC 
were set 35 years ago in 1955. Along with social devel- 
opments and improvements in living standards. great 
changes have occurred in our people's eating habits, with 
their direct consumption of edible grain de reasing, and 
their meat, poultry, egg. and milk consumption 
increasing. Shaanxi's grain consumption averaged 
146.76 kg per capita in 1988, 33.24 kg less than the 
average standard ration. Shaanxi urban residents now 
have about 700 million kg of excess grain quotas on their 
grain purchase books and stockpiled grain coupons on 
hand: moreover, this figure is steadily increasing as time 
goes by. This huge excess of grain ration quotas that are 
in people's hands, are a constant threat to the the work of 
grain departments in supplying grain to urban areas. For 
instance, when Xian changed its supply of industrial 
production grain to negotiated prices between August 
and September 1988. its careless propaganda work 
aroused misgivings among the people. who mistakenly 
thought that their excess grain quotas on their grain 
purchase books and their grain coupons were going to be 
invalidated. Thus, a wave of grain panic buying occurred 
throughou’ Shaanxi, in which 2.5 million kg of grain 
were sold in five days. 


As grain is sold at both fixed and negotiated prices. grain 
coupons have actually become negotiable securities. 
which can be traded on free markets for everything from 
eggs to articles of everyday use. In the last two years in 
particular, large-scale speculation and trafficking in 
grain coupons by lawless elements has become rampant. 
Some self-employed food and drink managers and ven- 
dors use grain coupons that they have bought to illegally 
buy up fixed-price grain. which they then process into 
food and resell at negotiated prices. while other specula- 
tors take fixed-price grain that they have illegally bought 
up and resell it directly at negotiated prices, to gain 
exorbitant profits. These illegal acts have disrupted state 
grain markets, increased the state's turnover of fixed- 
price grain, and added to the state's financial burdens. 
The state now has to subsidize its supply of grain to 
urban residents at 0.55 yuan per kg. and its financial 
subsidies for grain and edible oi! topped 30 billion yuan 
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in 1989. Excess grain rations are flowing into the “cir- 
culation field” of illegal trade, so what use is it for the 
state to supply people with fixed-price, subsidized grain! 


The flow of grain coupons into this illegal “field of 
circulation” has increased the number of grain coupon 
cases. In 1988, coupons for 110,000 kg of grain were 
stolen at one time from the Mengyuan Grain Supply 
Center in Huayin County. Nationally-interchangeable, 
counterfeit grain coupons were discovered in 1989 in 
Shaanxi prefectures and cities, such as Xian, Xianyang, 
Baoji, and Weinan. 


The large excess accumulation of grain coupons and 
grain quotas on grain purchase books, as well as the 
policy of supplying grain at low, fixed prices, have 
become objective causes of extra grain consumption and 
waste. Our traditional sense of treasuring and econo- 
mizing on grain, in which “everyone knows how much 
hard work goes into each grain of food on their plates,” 
has become * very hazy concept. For instance, due to 
poor management of grain in a school dining room in 
Xian, over 1,200 kg of flour went bad from mildew, rot, 
insect, and rat damage. How could this not distress us! 


The excess accumulation of urban grain ration quotas 
and grain coupons, is not only a major problem in our 
regular economic life, but is also a key factor affecting 
the interests of tens of thousands of families and the 
stability of our markets. Instead of depending on grain 
departments alone to resolve this issue, we should 
instead arouse our vast numbers of urban residents to 
make suggestions and offer advice, and rely on the 
wisdom and strength of the masses to solve the problem. 


5-Year Grain Production Slump Attributed to 
Peasant Apathy 

YOCE0114A Beijing ZHONGGUO NONGCUN JINGJI 
in Chinese No 3, 20 Mar 90 pp 16-24 


[Article by Sun Zhonghua (1327 0022 5478), Rural 
Survey Office, Rural Development Research Center, 
State Council: “A Glimpse of Grain Production From 
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1984 To 1988—A Survey of the Grain Output of 13,000 
Peasant Households in 155 Villages") 


[Text] After total national grain output continued to 
decline 6.9 percent between 1984 and 1985, it remained 
at a standstiil for several years in a row, and even now no 
marked upturn is visible. Grain output has become a hot 
issue that people are concerned about. To understand the 
factors contributing to the consecutive year standstill, 
and find new ways to advance, a survey, evaluation, and 
analysis of grain production as a whole, and the eco- 
nomic behavior of peasant households is needed. It was 
for this purpose that the former Rural Policy Research 
Office and the Rural Development Research Center of 
the State Council, in conjunction with rural work depart- 
ments in 29 provinces, autonomous regions (not 
including Tibet), and directly administered municipali- 
ties, conducted a systematic survey of grain production 
by 13,000 peasant households in 155 rural villages 
between 1984 and 1988. 


1. Various Features of the Standstill in Grain Production 


(1) Matching the Trend Throughout China, Gross Output 
of Grain in the Villages Surveved Has Not Revived to the 
1984 Level 


The 155 rural villages surveyed set an all-time record in 
total grain production in 1984. In 1985, grain output 
plummeted, and although it has risen during the past 3 
years, it has still not revived to the 1984 level. Taking 
total 1984 grain output as 100, the indices for total grain 
output between 1985 and 1988 in the surveyed villages 
were 78.7, 80.7, and 91.6 respectively. 


A breakdown of data using average figures shows that in 
61.2 percent of the 155 villages, gross output of grain in 
1988 reached the 1984 level, including 41.9 percent 
having a 10 percent or more rate of decline; 38.8 percent 
of the villages exceeding the 1984 level, including 23.3 
percent having a 10 percent or more rate of increase. (See 
Table | for details.) 





Table 1. Breakdown of Total Grain Output Indices for 1988 in Villages Surveyed (1984 = 100) 











Index 80 and below 80-90 90-100 100-110 110-120 120 and above 
Individual Villages 3» 35 30 24 17 19 
Percent of Villages 9.3 22.6 19.3 15.5 11.0 12.3 























_2)Various Differences in the Standstill in Grain Output 
Exhibited in Different Kinds of Villages Surveyed 


In terms of topography, the extent of decrease in output 
was greatest in plains villages at 9.3 percent (gross output 
of grain in 1988 compared with 1984, and the same 
applies hereinafter), next was hill region villages with a 
7.6 percent decline; and finally was mountain region 
villages with a 7.2 percent decline. 


The degree of decline in nonpaddyfield area villages in 
the south was greater than in paddyfield area fields in the 
south, output declining 10.3 percent in the former, and 
6.1 percent in the latter. 


The decline was particularly great in villages where yield 
per unit of area base figures had been high. In 20 villages 
in which output declined 20 percent or more, yields 
reached 493 kilograms per mu in 1984, 227 kilograms 





4 ECONOMIC 


per mu higher than in 125 other villages, and even in 
1988, yields were still 77 kilograms per mu higher in the 
former than in the latter. 


Decline in Yields Was a Direct Factor Leading to the 
Slide in Grain Output 
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Factors directly affecting gross grain output were the 
area sown and yields per unit of area, This article 
employs the factor analysis method to calculate the 
year-by-year effect on gross grain output of the two 
factors (taking 1984 as the base year) Results of the 
calculations are shown in Table 2. 





Table 2. Extent of Effect on Gross Output of Changes in Area Sown and Yields Per Unit of Area 





























Vear Decline in Gross Decline Resulting From Area Sown Dectine Resulting from Yield 
Output From 1984 (%) 
Decline in Gross Degree of Effect Decline in Gross Degree of Effect 
Output (%) (%) Output (%) (%) 
1985 213 32 148 18 85.2 
1986 19.3 TT 15.8 16.2 _ 42 
1987 18.2 06 5 17.6 9% 5 
1988 84 19 478 45 $22 




















The figures in the table show that the decline in yields for 
each of the 4 years, except 1988, was the main reason for 
the reduction in gross output of grain. its effect 
amounting to more than 80 percent. Reduction in the 
area sown took second place. its effect amounting to less 
than 20 percent. This situation continued until 1988 
when it changed because of the substantial revival in 
yields per unit of area, but the effect of yields was still 4.4 
percentage points greater than the effect of area sown. 


(4) Decline in Overall Grain Output Capacity 


The standstill in grain output actually resulted from a 
decline in overall grain output capacity. including 
peasant interest in production. In this survey, five indi- 
cators were used to measure overall grain output 
capacity. The results showed that since 1985. except for 
the single indicator of use of superior varieties, most 
villages showed either a trend toward decline or no 
change in the other four indicators, namely soi! fertility. 
water conservancy facilities and drainage and irrigation 
capabilities, the degree of mechanized farming. and 
peasant interest in growing grain. Details are given in 
Table 3. 





Table 3. Changes in Overall Grain Output Capacity of Villages Surveyed 





























Indicator Marked Decline Some Decline No Change Some Rise | Marked Rise 
(%) (%) (%) (%) (%) 
Soil Fertility 45 38.7 18.1 129 T $8 
—————— - ———— > a —_—_——— ——— ——— — 
Water Conservancy Facilities and 99 23.2 $1 245 73 
Dra and Irrigation Capabilities 
nage ga _ — See Ce 
Use of Superior Varieties 13 $2 14.8 426 % | 
Degree of Mechanized Farming 12.6 13.9 91 26.5 79 
Peasant Interest in Production 142 35.5 20.0 26.5 r 18 

















(S) Coexistence of a Standstill in Grain Output and 
Sustained Rise in the Rural Economy and Peasant 
Income 


Despite the standstill in grain output for four years in the 
villages surveyed, forestry, animal husbandry. the fishing 
industry, and nonagricultural industries continued to 
grow by leaps and bounds, and the peasants’ standard of 
living Continued to improve. In 1988, per capita gross 
income for all trades in every village was 1.06 times 
higher than in 1984, including a |.2-fold increase in 
income from forestry, animal husbandry. and the fishing 
industry, and a 1.9-fold increase in nonagricultural 
income. The per capita net income of households sur- 
veyed was 765.69 yuan in 1988. up 332.80 yuan from 
1984 in a 78.5 percent increase. 


2. Analysis of Economic Returns From Grain Production 
and Peasant Investment 


(1) Poor Returns From Grain Production 


Without doubt, changes in economic returns directly 
affected peasant grain production. In the search for 
factors contributing to the standstill in grain output. an 
analysis must be made of peasant household returns 
from grain production for the past four years, 1e.. 
changes in the input-output relationship. The indicator 
for economic return from grain production has two 
parts. Ihe first is input, i.e.. the land. capital, and labor 
used in grain production. The second ts income from 
grain and grain by-products. Changes in grain produc- 
tion inputs and outputs and their effect for every house- 
hold surveyed in 1984 and 1988 are shown in Table 4. 
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Indicator ap 5 a 
Increase Increase 

or or 
Decrease | Decrease 
(+,-) (+,-) 

Area Sown (mu) 11.15 10.08 -1.07 9.6% 

Total Grain 2.942 2,790 -1§2 5.2% 

Output (kgs) 

Production Costs 49.19 421.52 +72.32 +20.7% 

(yuan) 

Including: Cash 213.83 290.76 +76.93 +36% 

Costs (yuan) 

Work Days 239 212 27 “11.6% 

Income from 1,109.9 1,198 +89.2 +8% 

Grain and Grain 

By-products 

(yuan) 

Including Sales 380.27 454.02 +7375 +19.4% 

Income (yuan) 

Net Income Per 68.74 77.03 +8.29 +12.1% 

Mu (yuan) 

Net Income Per 2.18 1.84 0.34 15.6% 

Yuan Expenditure 

(yuan) 

Net income Per 3.18 3.66 +0 48 +15.1% 

Work Day (yuan) 

















Table 4 shows net income (income from products less 
production costs) per unit of land, capital, and labor 
devoted to grain production by the households surveyed 
in 1984 and 1988. Net income realized per yuan of 
expenditure shows a 15.6 percent decline between 1984 
and 1988, and a 12.1 and 15.1 percent rise respectively 
in net income per mu and net income per workday. 


How are changes in returns from grain production to be 
regarded” 


First, further analysis of the increase in returns from 
land and labor is required. First of all, the main reason 
for the rise in returns from land and labor lay not in an 
increase in output, i.e., net income, but rather in a 
reduction in the amount of input (a 1.07 mu reduction in 
area sown, and a 27 day reduction in the number of 
workdays). Had the same level of inputs of 1984 been 
maintained in 1988, the increase in returns from the soil 
and from labor would have been miniscule. Second, the 
land and labor inputs appeared in material form (area 
and workdays), and not in the form of a conversion of 
value. If returns were calculated by converting land and 
labor into the form of value, the conclusion reached 
would not necessarily be like this. Take labor, for 
example. In 1984, the per capita cost of a workday (a 
family’s living expenses for a whole year divided by a 
family’s total amount of labor in all trades for the year) 
was 2.96 yuan. By 1988, it had increased to 4.39 yuan. At 
this rate, net income from grain production per yuan of 
human labor was 1.07 yuan in 1984, but 0.83 yuan in 
1988 for a 22.4 percent decline in return on labor. 
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(Because of the lack of a uniform method for converting 
the value of land today, no such conversion is made 
here). 


In addition, since the position of capital is decisive in 
peasant family production, of the three elements of land, 
capital, and labor that serve as returns indicators it 1s the 
return on capital that plays the main role. This not only 
directly influences the peasant's investment of capital, 
but also affects the investment of land and labor. In 
analyzing changes in economic returns from grain pro- 
duction itself, most important is to look at changes in 
returns from capital. In 1988, grain production expenses 
per household were 20.7 percent higher than in 1984, yet 
income obtained from grain products increased only 8 
percent. Net income per yuan of costs declined from 2.18 
to 1.84 yuan in a 15.6 percent decline. Cash receipts and 
expenditures, which have the greatest effect on peasant 
production and standard of living were markedly uneco- 
nomic in grain production. Cash expenses per peasant 
household for grain production in 1988 increased 76.93 
yuan over 1984, but cash returns increased only 73.75 
yuan. Each yuan of cash input did noi produce a corre- 
sponding yuan of cash output. 


The above analysis shows a marked decline in peasant 
household economic returns from growing grain, partic- 
ularly cash returns. No doubt, this was a fundamental 
reason for the standstill in grain production. 


(2) Decline in Relative Returns From Grain Production 


With the development of a rural commodity economy, 
convertibility between one trade and another of the main 
elements of production of peasant land, capital, and 
labor increased. Thus, it was not only changes in returns 
from grain production alone that affected peasant grain 
production. but the effect of changes in relative benefits 
from grain production and nongrain production also 
played an increasingly great role. Changes in relative 
returns from the growing of grain crops versus cash 
crops, forestry, animal husbandry, and the fishing 
industry, and nonagricultural trades for 1988 as com- 
pared with 1984 are shown in Table 5. 























Table 5. Changes in Returns From Production In 
All a In prepeohenss Surveyed 
Household Average) 

Indicator 1984 19R8 Abso'ute Relative 

Increase Increase 
or or 
Decrease Decrease 
(+,-) (+) 

Grain Crops: 

Net Income Per 68.74 77.03 +8.29 +12.1% 

Mu Planted 

Net Income Per 2.18 1.84 0.44 15.6% 

Yuan Expense 

Net Income Per 3.18 366 +0.48 +15.1% 

Workday 

Cash Crops 




















16 ECONOMIC 



































JPRS-CAR-90-046 
26 June 1990 


received from the planting of 2.3 mu of grain crops was 


Take Gecupations In Households Surveyed = equal only to that from the growing | mu of cash crops. 
( Average) (Continued) In terms of net income per yuan cost, returns from the 
Indicator 1984 1988 Absolute | Relative growing of grain crops declined 15.6 percent, while 
— — returns from the growing of cash crops, and from for- 
Decrease | Decrease  ©Stry, animal husbandry, and the fishing industry 
(+.-) (+,-) increased |.7-fold and 10.1 percent respectively. 
Net Income Per $7.72 180.84 +123.12 +2.13 In terms of net income per workday, the return on grain 
we Furs = crops increased 15.1 percent, while the return from the 
Net Income Per 0.71 1.92 +121 1.7) fold = growing of cash crops, from forestry, animal husbandry 
Yuan Expense and the fishing industry, and from nonagricultural 
Net Income Per 3.38 6.64 +3.26 +96 5% industries increased 96.5, 73.8 and 45.9 percent respec- 
Workday tively. 
a, Animal (3) Changes in Peasant Motivation For and Investment in 
ry and ‘ 
Fishing Industry: Grain Forming Prompted by Dual Returns 
Net Income Per 0.89 0.98 +0.09 +10.1% When returns from grain production per se are declining, 
Yuan Expense and relative returns are increasingly disadvantageous, 
Net Income Per 2.24 3.89 +1.65 +73.8% peasant motivation for growing grain and for making 
Workday inputs into it, when they hold a position of independence 
Nonagnicultural as fledgling commodity producers and when the maxi- 
Industries: mization of returns is their primary goal in working, are 
Net Income Per 1 $7 147 OA 6 4% undergoing concomitant change, as is the position of 
Yuan Expenses grain growing among all family occupations. 
—— Per 2.62 3.82 +12 +45,% 1. The motivation for grain production is increasingly 
J tending toward satisfaction of one’s own family’s grain 

















The statistical data in Table 5 show a marked widening 
of the gap between relative returns from grain produc- 
tion vers 4s cash crops, forestry, animal husbandry and 
the fishing industry, and from nonagriculiural indus- 
tries, grain production occupying a markedly unfavor- 
able position. 


In terms of net income per mu, the return from grain 
crops increased only |2.1 percent, while the return from 
cash crops increased 2.13-fold. In 1988, the net income 


needs. Interest in producing grain to sell is waning. 


In 1984, the cash income of 49.6 percent of the peasant 
households surveyed derived primarily from the sale of 
grain, but in 1988, the number declined to 37.5 percent 
in a 12.1 percentage point decline. The present survey, 
which was conducted in the form of a questionnaire. 
asked the peasant households their present motivation in 
growing grain. The percentage of households who 
responded with “to satisfy my own family’s grain needs” 
in first place was 82.6 percent. See Table 6. 





Table 6. Present Goal in Growing Grain of Surveyed Households 





























Indicator First Position Second Position Third Position Cumulative Ranking 
Frequency 
To satisfy own family's needs 82.6 15.3 1.7 99.6 | 
To fulfill state-set purchase quotas 14.9 $9.7 12.2 86.8 2 
For market sale 0.6 28 16.7 20.1 5 
To satisfy own family's need for 0.8 17.9 48.3 67.0 3 
livestock feed grain 
To provide superior varieties 0.2 0.5 1.7 2.4 6 
To keep contract land 0.9 3.5 17.3 21.7 4 
Other 0 0.3 2.1 2.4 6 
Total 100.0 100.0 100.0 300.00 




















Even though the growing of grain was not economically 
profitable, virtually every household relied on growing 
its own grain rather than market exchange to satisfy its 
own grain needs, particularly its own grain ration needs. 
In 1988, 96.1 percent of peasant households in the 
villages surveyed grew grain, which was only a |.! 


percentage point decline from 1984. Even peasant 
households that had turned to other primary occupations 
did not give up grain farming. A popular saying in rural 
villages goes like this: “It is not good not to grow grain, 
and it is also not go J to grow much grain; growing 
enough to eat is good.” An increasing number of peasant 
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households no longer pin hopes for improving their 
livelihood on growing and selling grain, but rather on 
growing other than grain, or on occupations outside 
agriculture. 


2. Increasingly inputs of both inanimate and animate 
labor are going into other than grain farming, and inputs 
into the production of grain are decreasing. 


Comparison of 1988 with 1984 shows varying degrees of 
decline in inputs of land, capital, and labor in grain 
production by every household surveyed: 


Reduction in grain crop area. The per household area 
planted to grain crops decreased from 11.15 to 10.08 mu, 
or 1.07 mu less in a 9.6 percent decline. The grain crop 
areas aS a percentage of the total farm crop area 
decreased from 82.1 to 80.4 percent. 


With the exception of chemical fertilizer, the use of 
which remained level, use of all other industrial goods 
used in agriculture declined. Per household use of chem- 
ical fertilizer (actual quantity) in grain crop production 
declined from 388 to 387 kilograms (the amount of urea 
increasing from 77 to 85 kilograms); use of powdered 
pesticides decreased from 3.9 to 2.2 kilograms in a 42.76 
percent decline; liquid rcsticide use declined from 2.4 to 
2 kilograms in a 17.2 percent decline, and use of plastic 
mulch declined from 2.1 to 1.4 kilograms in a 32.5 
percent decline. 


Application of farmyard manure declined. The peasant 
household questionnaire survey showed peasant house- 
holds that had reduced the use of farmyard manure as 
numbering 32 percent of all household surveyed. 


Reduction in labor input. The number of workdays per 
household spent on grain production declined from 239 
to 212, 27 hours less in an 11.6 percent decline. 


By comparison with the decline in grain production 
inputs, inputs into cash crops, forestry, animal hus- 
bandry and the fishing industry, and into nonagricultural 
occupations showed different degrees of increase. 


Increase in cash crop growing area. The cash crop 
growing area increased from |.65 to |.76 mu per house- 
hold, up 6.9 percent. Cash crops as a percentage of total 
crop area rose from 12.2 to 14 percert in a |.8 per- 
centage point increase. 


Increase in capital. Per household expenditures for cash 
crops, for forestry, animal husbandry and the fishing 
industry, and for nonagricultural production increased 
34.14, 224.90, and 282.96 yuan respectively in a respec- 
tive 17.5 percent, 69.6 percent, and |.58-fold increase, 
while grain crop production outlays increased only 72.33 
yuan, up 20.7 percent. Among the total increase in 
production expenses, the increase for nongrain crops was 
88.2 percent, and only 11.8 percent for grain crops. 
Expenditures for fixed assets used in grain production 
declined 2.2 percent, and expenditures for fixed assets 
used in nongrain production increased |.02-fold. 
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Increase in work input. The number of workdays per 
household put into cash crops, into forestry, animal 
husbandry and the fishing industry, and into nonagricul- 
tural industries increased by 25, 10 and 70 days respec- 
tively in a 60.7, 7.9, and 65.6 percent increase. 


3. The position of grain production among family pro- 
duction in all industries declined. This was manifested as 
follows: 


Decline as a percentage of family income from all 
occupations. Income from grain crops declined from 
44.1 to 29.2 percent in a 14.9 percentage point decline. 


Decline as a percentage of family production expendi- 
tures for all occupations. Expenditures for grain crop 
production declined from 33.3 to 25.3 percent in an 8 
percentage point decline. 


Decline as a percentage of the amount of family work 
input into all occupations. The amount of work put into 
grain production declined from 46.4 to 35.7 percent ina 
10.7 percentage point decline. 


The aforementioned changes during the past four years 
in peasant motivation for and inputs into growing grain. 
as well as in the position of grain production are an 
inevitable peasant reaction against the lack of a fair 
economic environment in grain production. As the rural 
economy moves toward a commodity economy, the 
production of meat, fish, poultry eggs and such agricul- 
tural by-products, as well as the output of nonagricul- 
tural industries have taken the lead in gaining the 
attributes of commodities, basicaily becoming com- 
modity economy-type industries that have developed by 
leaps and bounds. However, grain production lags 
greatly. In terms of both the market environment and 
developmental opportunities, grain production is in an 
inequitable position. Following implementation of the 
“two track system” of fixed contract procurement and 
negotiated procurement in 1985, some grain entered 
markets to take on the attributes of commodities, but 
this was relatively incomplete, and it was frequently 
restrained by jurisdictions blockading of grain shipments 
and monopolization of grain transactions, becoming 
passive in market competition. This was manifested 
primarily in the following ways: 


Too low a state procurement price for a widening of the 
gap between procurement price and market price. Unlike 
agricultural by-products such as meat, fish, and poultry 
eggs, and nonagricultural products, the purchase price of 
grain was regulated and controlled by state plan. Despite 
a rise in state procurement prices in recent years, the gap 
with market price continued to widen. The overall price 
(including negotiated price) of grain that surveyed 
households sold the state rose from 18.27 yuan to 23.99 
yuan per 50 kilograms between 1984 and 1988 in a 31.3 
percent increase. The market price rose from 23.56 to 
35.87 yuan in a 52.2 percent rise. The difference beiween 
the market price and the state procurement price for 50 
kilograms of grain widened from 5.29 yuan to 11.88 
yuan. On the basis of the amount of grain that surveyed 


78 ECONOMIC 


houscholds sold the state in 1988, this amounted to 
150.39 yuan less income per household. 


Heavy fixed contract procurement quotas, and no give in 
negotiated price dealings. The original intention in insti- 
tuting the “double track system” was to protect the 
interests of the grain growing peasants, to increase effec- 
tive supply of grain, and to make grain become more of 
a commodity, but in the process of implementation, 
growth of the grain market was inhibited to a certain 
extent. Fixed contract procurement quotas were set on 
the basis of the 1984 market during the “difficulty selling 
grain,’ when base figures were overly large. After a 
shortage of grain impended, in particular, every jurisdic- 
tion resorted to blockading outshipments and the 
monopolization of grain transactions, the “give part” 
not having any give, grain growing peasants’ interests 
suffering. Surveyed households actual 1988 sales to the 
state through fixed grain procurement accounted for as 
much as 64.9 percent of total grain sales for the year; 
grain sold through negotiated procurement accounted 
for 12.8 percent. Only 22.3 percent of grain was sold 
through country fair trade. 


Loss of control over materials used in agriculture, the 
degree of increase in their prices being greater than the 
degree of increase in grain prices. Comparison of 1988 
with 1984 showed a respective 46.8 percent, 37.1 per- 
cent, 41.5 percent, 1.45 fold, 1.06 fold, and 1.22 fold 
increase in the prices of urea, ammonium carbonate, 
compound fertilizer, powdered insecticides, liquid insec- 
ticides. and plastic film, vastly higher than the degree of 
increase in state grain procurement prices. A rural cadre 
questionnaire survey showed 77.4 percent of rural cadres 
as believing that “low grain prices and high costs” were 
the main reasons for the damage to grain production in 
recent years. 


3. Effect on Grain Output of Internal Rural Factors 


The decline in both personal returns and relative returns 
from grain production is, without doubt, a fundamental 
reason for the standstill in grain production during the 
past several years, but it is not the sole reason. Within 
rural villages, various shortcomings in the land system 
and the two-tier farming system have an adverse effect 
On grain output that cannot be ignored. 


(1) The Land System 


Implementation of the family land contracting system 
may be regarded as a major change in the land system 
that greatly stirred peasant interest in production. How- 
ever, as the rural commodity economy developed, its 
hidden contradictions gradually came to light. 


|. Fields Broken Into Too Small Plots 
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The average 9.1 mu of cultivated land per household that 
surveyed households farmed was broken up into nine 
separate plots. This situation came about as a result of 
the early implementation of the family output-related 
contract responsibility system. According to the survey, 
when 76.5 percent of villages instituted “large scale 
contracting,” peasants contracted a mix of good, 
medium, and poor land. As population and the number 
of households receiving a share of land increased and the 
amount of cultivated land per houschold decreased, the 
plots became smaller and smaller. Since 1984, the 
average area of each plot of cultivated land has gone 
from |.1 to 1.01 mu. The broken up plots interspersed 
among each other made farming and the provision of 
collective services difficult. Unless action is taken, the 
steady cutting up of plots will continue. 


2. Changes in keeping with population and corre- 
sponding readjustment or even re-drawing of land 
boundaries shook peasant houschold confidence in 
making long-term inputs. 


The survey showed that since implementation of “large 
scale contracting’, approximately 65.2 percent of rural 
villages readjusted the contracted land. 76.7 percent of 
the land being readjusted once. 18.4 percent of it read- 
justed twice, and 4.3 percent of it readjusted three or 
more times. The reasons for these readjustments in 91.3 
percent of villages was to meet the need for land as 
population increased. As population changes caused 
corresponding readjustments of the contracted land. 
even though such readjustments eased for a time the 
conflict between people and the land. they also occa- 
sioned new noroblems: The interest of peasant households 
in making long-term inputs and in nurturing soil fertility 
was damaged, and it abetted the practice of simply 
farming the soil but not nurturing the soil. Statistics 
show that in villages where readjustments had been 
made in contracted land, grain output was 9.4 percent 
less in 1988 than in 1984. In villages where no readjust- 
ments occurred, the decline was 6.1 percent, the former 
3.3 percentage poinis higher than the latter 


3. Most importantly, as nonagricultural employment and 
income increased, some peasants’ interest in farming 
declined, but they did not give up their land. Instead they 
farmed it nonintensively. 


As rural nonagricultural employment opportunities 
increased, an increasing number of peasant households 
no longer regarded farming as their main way of making 
a living. Nonagricultural earnings became the main 
source of family income. Statistics on the main occupa- 
tion of surveyed households showed the percentage of all 
households surveyed for which grain production was the 
main occupation declined from 79.5 percent in 1984 to 
62.9 percent in 1988 in a 16.6 percentage point decline 
See Table 7. 
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Table 7. Main Occupations of Surveyed Households (%) 



































Indicator 1984 1988 1988 vs 
1984 
Increase (+) 
or Decrease 
(-) 
Grain Crops 79.5 62.9 -16.6 
Cash Crops 5.4 5.8 +0.4 
Other Crops 0.3 0.9 +0.6 
Mulberry. Tea, Fruit 0.3 1.7 +14 
Anima! Husbandry 40 9.2 +52 
Forestry 04 0.7 +03 
Fishing Industry 09 0.8 0.1 
Nonagricultural 7.5 13.3 +58 
Industries 
Other 1.7 47 +03 
Total 100 100.0 — 














Peasants whose main occupation was other than grain 
production reduced their inputs and farmed noninten- 
sively to one degree or another inasmuch as their goal in 
growing grain was to satisfy their families need for grain 
rather than to derive maximum yields. Statistics showed 
that in peasant households in which income from grain 
crops accounted for 40 percent or less of family income 
from all occupations, expenditures for inputs into grain 
production during 1988 were 2! yuan less than in 1984, 
whereas such expenditures increased 91 yuan for peasant 
households in which income from grain crops accounted 
for 60 percent or more of family income. In the former, 
grain output in 1988 was 8.9 percent less than in 1984: in 
the latter, the reduction was only 2.5 percent, the 
decrease being 6.4 percentage points greater in the 
former than in the latter. In addition, the rural cadre 
questionnaire survey showed that in most cases yields 
per unit of area of peasant households in which the main 
occupation was other than grain production were in ihe 
intermediate to low range for the village as a whole, 
whereas the reverse was true for peasant households in 
which grain production was the main occupation. See 
Table 8. 





Table 8. 1988 Level of Grain Yields For All Categories of 
Households Surveyed (%) 











Indicator Top | Middle! Low | Total 
Rank | Rank | Rank 

Households Mainly Engaged in 48.5 446 6.9 100 

Grain Production 

Houscholds Doing Some Grain 23.7 71.1 5.2 100.0 

Farming. Mostly Engaged in 

Cash Crop Production 
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Table 8. 1 ANC s of 
en re re sac 

Indicator Top Middle} Low | Total 


Rank | Rank | Rank 


Households Doing Some Grain 6.3 $2.7 11.0 100 
Farming. Mostly Engaged in 
Forestry, Animal Husbandry, or 
Fishing Industry Production 


Houscholds Doing Some Grain iss | 395 | 420 | 100 
Farming. Mostly Engaged in 
Nonagricultural Occupations 























Although farming is not so important for the peasant 
households doing some grain farming in Table 8. most of 
them do not want to give up the land they contract. Of 
3,366 households surveyed in which income from grain 
farming accounted for 20 percent or less of family 
income from all occupations, when asked whether they 
were willing to turn over their contracted land to the 
collective or to allow others to farm it, 87.9 percent of 
households said they were unwilling. 7.6 percent of 
households were undecided, and only 4.5 percent 
expressed willingness. Even were they to turn it over to 
others for compensation, as for example to the collective 
or to a household for a grain ration at fixed price, 68 
percent of the households still said they were unwilling. 


The reason for this situation is, no doubt, the high risk 
and the uncertain income in nonagricultural occupa- 
tions, but a more important reason is the imperfection of 
the land contracting system. First, the status of land as a 
commodity is murky. It can be used with almost no 
compensation, everyone has a piece of 11, and not to use 
it costs nothing. Even if it is farmed in a rough and 
nonintensive way, a profit can still be made from it. 
Second, the land mobility mechanism ts not well devel- 
oped, making it difficult to effectively combine the 
produc ion elements of land, labor, and capital. Those 
able to farm cannot get more land, and those unable to 
farm have no less land to farm. Third, collective man- 
agement of the land is weak and ineffective. The cadre 
questionnaire survey showed thai 51.1 percent of village 
collectives had no regulations at all and did not intervene 
regarding land that was allowed to lie fallow, and 57.4 
percent of village collectives had no regulations and did 
not question the practice of peasants going away to do 
business or work, the land being poorly farmed. 


(2) The Two-Tier Farming System 


The provision of services before, during and following 
production, doing the things that individual families and 
households cannot do for themselves ts one tier of the 
two-tier farming system. It is a basic function of cooper- 
ative economy organizations. in recent years, every 
jurisdiction has done a lot of wo: k in this regard, but the 
situations that the survey revealed show that the extent 
of services that cooperative economy organizations pro- 
vide peasants in grain production are overly low, and 
that the services provided in machine plowing, drainage 
and irrigation in 1988 did not match those provided in 
1984. See Table 9. 
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—_ Table 9. Kinds of Grain Production Jobs Done by Surveyed Households (%) 

Jobs Self Done Hired Dene by Collective Self. Done Hired Dene by ( ollective- 

Several Provided Several Provided 

Families in Service bamilies in Service 

Plowing 671 41 47 141 66.1 16.0 42 13.7 

Sowing 798 6.2 3 2.7 UD 74 109 40 

Irrigation 624 19 7 32.0 630 23 8 wo 

Disease and 95.1 Os 05 16 %4) 12 04 4? 

Insect Pest Pre- 

vention. Control 

Harvesting 85 44 6) 08 876 $.1 64 09 

Threshing 654 78 248 20 47 87 248 18 

Breeding. $2 09 229 72.1 12 o8 249 

Purchasing 

Fine Varieties 

Purchase of ao? on 06 19 a4 12 06 138 

Chemical 

Fertilizer and 

Pesticides 

















Difficulties in production that individual households 
cannot solve themselves, but for which cooperative 
economy organizations provide no effective services. 
adversely affect improvement in agricultural productivity 
to a certain extent. A survey of peasant household jobs 


performed in grain production showed no marked changes 
since 1984 in the way plowing. sowing. irrigation, disease 
and insect pest prevention and contro! harvesting. and 
field hauling are done. Mostly they continue to be done by 
people and animals. See Table 10. 





Table 10. Surveyed Household Methods Used To Do Grain Production Jobs (%) 















































Job : 19R4 | 1oRK 
Manpower: Animal Power Machine Manpower | Animal Power Machine 
Plowing a9 680 23) 9) 637 27.2 
4 _t. 

Sowing 45 186 69 29 | 184 a7 
Irrigation $79 05 416 $7.1 04 425 
Disease and Insect Pest 924 02 y4 918 03 79 
Prevention and Control 

Harvesting 97.7 02 2.1 96.5 03 42 
Threshing 456 61 46.3 444 44 $1.3 
Field Hauling 69.7 23 72 673 22.5 L 10.2 




















The most important thing that can be done to end as 
quickly as possible the standstill in grain production so 
that it takes the road of steady increase once again 1s, we 
believe, improvement of the external economic environ- 
ment for grain production according to the principle of 
exchange of equal value in order to truly stir peasant 
interest in farming grain. This includes suitably 
increasing the fixed contract procurement prices paid for 
grain, stabilizing or lowering prices of the means of 
agricultural production, and gradually widening the per- 
centage of grain purchased from the peasants at negoti- 
ated prices so that there is really give in the “give 
portion” of procurement. At the same time, it 16 neces- 
sary to deepen internal rural reform to perfect the land 
contracting system and the two-tier farming system. to 
improve the service functions that cooperative economy 
organizations provide. and gradua! y to begin to farm on 


an economic scale in places where conditions permit, 
thereby placing the increase in returns from grain pro- 
duction on a foundation of improvement of the soil 
productivity rate. and the labor productivity rate. 


Agricultural Difficulties Facing Hainan Viewed 
HK0S06065 790 Bevyjine JINGIT RIBAO in Chinese 
9 May Wp 3 


{Article by staff reporter Tong Zhigi (4547 0037 3823): 
“Hainan: Agricultural Situation Shuts Optimism Out’ ] 


[Text] Hainan is a province where the total value of 
agricultural outout tops its industrial equivalent. In local 
people's words. this province is a “vast rural area.” The 
climate here is favorable ‘o the growth of grain and a 
varicty of tropical cash crops. In 1989. Hainan suffered 
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the gravest natural calamities in 10 years: In the first half 
of the year, there was a serious drought; in the second 
half, there were windstorms and waterlogging, especially 
the four violent typhoons in a row that hit Hainan within 
a short space of 20 days in October, bringing disaster to 
large areas of crops and causing heavy losses. In the wake 
of the disaster, Hainan people picked themselves up, 
provided for themselves by engaging in production. 
overcame difficulties, and reaped a bumper harvest in 
the year of disaster. The total value of agricultural output 
reached 2.734 billion yuan, up 2.4 percent over the 
previous year. The output value of farming, animal 
husbandry, and fishery, in particular, saw a big increase. 
The total grain yield came close to the record high. 


However, there 1s no reason to be optimistic about the 
agricultural situation in this “vast rural area.” After Hainan 
was made a province, the guideline laid down for agricul- 
tural development was: With the focus on grain production 
and gradual increase in the degree of self-sufficiency of 
grain, attention should also be rendered to the development 
of tropical cash products, including those of fishery. for- 
esiry, and animal husbandry, and the goal is to turn agricul- 
ture in this province into a foreign exchange-carning prac- 
tice. In accordance with this guideline, Hainan provincial 
authorities set the target of grain yield for this year at 1.58 
billion kg. 90 million kg more than last year, overtaking the 
record high. There will be increases at different rates in the 
output of sugarcane, oil-bearing products, dry rubber latex. 
coconuts, peppers, and coffee: in the amount of pigs, cattle. 
and sheep on hand. and in new afforestation area. There 1s 
no denying that, with the current agricultural conditions in 
Hainan. there are loads of difficulties to overcome before 
this goal can be reached. 


First difficulty: Serious shortage of chemical fertilizers 


Before «1 became a province, Hainan used to receive 
some 200,000 metric tons of chemical fertilizers for 
agrict ‘tural use from the central and Guangdong provin- 
cial authorities (amount used for land reclamation not 
included, similarly hereafter) However, only 100,800 
metric tons, half of the previous amount, 1s obtainable 
this year, due to a variety of reasons. The amount of 
chemical fertilizers for crops per mu is only 11.7 kg. way 
below the national average standard of 36 kg. 


Hainan abounds in tropical cash crops, which have to be 
cultivated with large amounts of fertilizers. In all localities 
across the province. there 1s altogether 2.82 million mu of 
tropical cash crops (all without allocated chemical fertiliz- 
ers.) Because of their high value, peasants have, in fact, been 
using a considerable portion of chemical fertilizers for grain 
production on tropical cash crops. putting the production of 
general farm crops. especially grain, in bad need of fertil- 
izers, thus making it hard to increase per unit area yield 


Second difficulty: Shortage of diese! oil for agricultural use 


In 1989. the state allocated Hainan 17,200 metric tons of 
diese! onl. Calculated in terms of the power of agricul- 
tural machinery now available province-wide. there 1s 
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only 15 kg of diesel o1! for cach horsepower each year, 
37.5 percent of the national average. 


Third difficulty: Water works are in poor repair, farmland 
capital construction makes a heavy task 


Water works in Hainan are handicapped by an incomplete 
conveyance system, seriously timeworn equipment, dilapr- 
dation, reduced efficiency, and low capacity for fighting 
adversities. There are 119 reservoirs, over one-third of all 
the reservoirs in the province. which are unsafe. Nearly 
two-thirds of irngation facilities in irrigated areas are 
incomplete, hampering a full play of the role of water works. 
At Shih Reservoir of Changyang Li Autonomous County. 
the designed storage capacity 1s 140 million cubic meters. 
irrigating an area of 150.000 mu. But the actual area 
irrigated by this reservoir 1s only 55,000 mu, due to culvert 
leakage and trunk canal seepage. and because part of the 
irrigation canal has not yet excavated. 


On the one hand, water works available are not in full 
operation, on the other, about half of the arable land in 
the province 1s covered by no water works at all and 1s 
left to the caprices of nature. Province-wide. there 1s now 
2.51 million mu of low-yrelding land, 59.1 percent of the 
total area of paddy and dry farmland. whose per mu 
yield is below 400 ke 


To do a good job in repairing water works, finishing up a 
conveyance system, and capital construction of farmland 1s 
a very arduous task. The central authorities have decided to 
allocate Hainan a fund cach vear for carrying out its 
comprehensive agricultural development focusing on the 
transformation of low-yielding land for three years running. 
starting from 1989 However, even with the central appro- 
priations, the money raised by the provincial authorities. 
and the bank loans, there is still a lack of over 250 millon 
yuan for fully accomplishing the tasks of water works 
development and farmland capital construction 


Table of Peasants’ Incomes for 1989 Reported 


HK1106115890 Beyjine NONGMIN RIBAO in Chinese 
14 May Wp! 


|Table of Peasants’ Per Capita Net Income in Various 
Provinces. Municipalities. and Autonomous Regions in 
1989") 





[Text] 

Region + Per Capita Income (yuan) 
Shangha: 137087 

bv =e 
Tianyen 1020.25 
Zhenang t 110 ”? 

( iuangdong I 955 02 

hrangsu #7570 
Liaoning 740 2) 

Fujian i 497 4 
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Region Capita Income Although she declined to give details on the regulations. 

He = 49427 = the researcher ruled out the possibility of foreign dealers 

— | in the market at the outset. 

Shandong 60% 

iin 62369 She told BUSINESS WEEKLY the rules will be officially 

‘ebel 09.40 released later this month. 

Huber $71.84 If successful, the rules are expected to guide the opera- 

jangni $58.64 tion of three more futures markets which are now being 

: planned 

Hunan 558 M4 

Xinjiang $45.61 The three markets would be one for corn in Changchun. 

Hellongjiens $35.19 Jilin Province, another for rice in Wuhan, Hubei Prov- 

7 ince and a third for pigs in Sichuan Province. 

Ningaia $21.90 

Anhui $15.66 Along with Henan. these inland provinces did not enjoy 

Shenai - 31387 the benefits of preferential open door policies in the 

1980s that have brought rapid development to China's 

Sichuan 44.07 coastal areas. 

Cruangs: 48304 

a ne ~—CCT he markets had been first planned to be set up at the 
= end of 1988. but was postponed by the austerity policy 

Nei Monggo! 477.90 that soon followed Further economic difficulties 

Qungt a 457.52 delayed a second plan to build the first futures market in 

— 45706 Zhengzhou in May last year 

Shaan 4.3.67 Meanwhile, Chinese research economists never stopped 

Guizhou 4M secking foreign help. In February. China entered into a 

io 997.25 memorandum of understanding with the Chicago Board 

—— of Trade in the United States to study futures trading 

Gans 305.89 and train Chinese dealers and managers of futures mar- 

kets 
Approval for Futures Market Given The authoritative source said the Chicago board has 


1K040604 1090 Beying CHINA DAILY (AUSINESS 
WEEKLY) in English 4 Jun 90 p / 


[By staff reporter Qu Yingpul] 


[Text] The government has finally approved a long- 
discussed plan to bring futures markets back after 4! 
years absence 


The market—the first futures trading centre ever in a 
socialist country—1s scheduled to start handling wheat 
transactions in August. an authoritative source said 


With two years of careful preparations. Zhengzhou. 
capital of central China's major wheat producing prov- 
ince of Henan, will take pride of place as the location of 
this breakthrough in the country’s systemic reforms 


A futures market 1s a place where contracts for the future 
delivery of commodities, such as grains and pigs. are 
bought and sold. The commodities themselves are not 
brought to the market, it 1s only the promises of future 
delivery that are traded 


Economists are working on the final draft of the regula- 
tions to decide who will be admitted to the floor. said a 
semor researcher with the State Council's thinktank. the 
Development Research Center. declining to be named 


hoped to push China's futures markets into international 
futures trading. 


The idea of establishing futures markets orginated in 
carly 1988 when Premier Li Peng wrote a letier to Ma 
Hong. chief of the thinktank. asking him to investigate 
ways of coping with price hikes of vegetables and pork 


Government policies since the mid-1 980s have deregu- 
lated the prices of commodities. resulting in drastic 
fluctuations in the prices of farm produce. They caused 
risks and losses to farmers. which in turn drove up urban 
prices and forced the government to increase its subsi- 
dies to urban consumers 


Besides vegetables and pork. about 65 million tons of 
grain also circulate in the free market cach year. and arc 
therefore subject to price risk 


Economists say futures markets could provide the 
opportunity to hedge against price risks and a mecha- 
nism to achieve relative price stability 


Such trading could enable farmers to know beforehand 
how much they can expect to carn from their produce 
and decide how much they should plant or how many 
animals they should raise. thus avonding the need to 
make such decisions based solely on current market 
conditions 
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The futures buyer assumes the risks of price Nuctuations 
in the future. 


An organization to study futures markets was established 
in April 1988. and American agro-economists were 
invited to China to update the knowledge of Chinese 
economists. 


The source said it 1s good timing to start a pilot futures 
market this year. Good harvests have promoted provin- 
cial authorities with protectionist tendencies to release 
their grain for sale to other parts of the country 


China's grain output hit a record 407.9 million tons last 
year—nearly | million tons more than the record of 407 
million tons set in 1984 


The government further increased its budget for this 
year’s agriculture production by 200 million yuan ($42.4 
million) over last year’s 18 billion yuan ($3.81 billion) to 
guaranice grain production. 


A look at China's circumstances, however. allows little 
optimism for the expected increases. China has had to 
feed |.| billion mouths, more than 20 percent of the 
world’s population, on only 7 percent of the world’s 
arable land 


Economists say that unless an efficient solution ts found. 
problems will arise, because the annual population 
growth of 14 to 14 millon surpasses the cereal yreld 
increases 


China. short of foreign exchange reserves, has already 
found it a heavy burden to import large amounts of grain 
every year 


They said the futures markets could be a solution 


Shandong Grain Prices 


4006005 w JING CANKAO 11 Chinese 
© Jun W 


|Summar price of wheat in Shandong Province has 
decreased | 
1989 to 0.95 yuan. corn 0.68 yuan to 0.638 yuan. and 


rice 1.813 yuan to 1.58 yuan 


Jiangsu Agriculture Advances Called ‘Remarkable’ 


OV 120606049) Bevine XINHUA in Enelish 0600 
OWI Ill Jun W 


[Teat) Nanjing. June 11 (XINHUA)}—Southern Jiangsu 
Province. one of the most economically advanced areas 
in China. has made remarkable progress in agricultural! 
modernization and set an example for othe: parts of 
( hina 


Chinese and foreign agricultural caperts consider that 
the mechanized farming. electrification. water conser- 
vancy. application of fertilizer and herbicide, and cults- 
vation standardization in this areca approached the 


i 1.128 yuan per kilogram at the end of 
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advanced international level. according to Ma Ding. 
director of the agricultural modernization office of 
Suzhou City. 


Southern Jiangsu includes 12 counties under the juris- 
diction of Suzhou, Wuxi and Changsu Cities. With a 
population of 12 million and 700,000 ha of farmiand, the 
area has 38 percent less farmland per capita than the 
national average However. the per capita grain output in 
this area reached 500 kg last year despite natural adver- 
sities. 


Jiang Hanhang, an official of Wuxi City, said that there 
is 10.5 hp of mechanization per ha in southern Jiangsu. 
approaching the level in the United States and Japan 
The irrigation facilities and drainage systems are ade- 
quate for handling drought and water-logging problems. 
and the amount of fertilizer averages 150 [word indis- 
tinct] 


In addition. townships and villages have set up agricul- 
tural service stations to provide such services as tractor- 
ploughing. control of crop diseases and pests, water 
conservancy and technical guidance. as well as supplies 
of capital goods 


Gu Jisheng. a peasant of Xiaoshan Village near 
Changshu City. said that. previously. work on one 
quarter of a ha of land used to take a whole year, but 
nowadays @ peasant can cultivate a complete ha with an 
mput of only 150 days of labor 


Local officials noted that in the past a peasant who 
engaged in farming could earn only 100 yuan a year, 
while rural industry paid more than 1.000 yuan. As a 
result. there was a flight from the land 


But farming 1s now as lucrative as other trades. the 
officials said. Qiu Yonggen. a former deputy director of 
the village-run factory in Zhitang Township. Changshu 
City. resigned and returned to farming in 1988. Quu and 
his wife have contracted five ha of newly reclaimed land 
and produced 34 tons of grain in 1989. earning 17,000 
yuan 


“| have been praised as an outstanding farmer by the 
local authorities and am much better off than when | was 
feputy director of the factory.” Qiu said. “During the 
pring festival, even the party secretary of the city 
committee came to our village and encouraged me to 
achieve a good harvest. — 


Shen Yueying. deputy head of Zitang Township. said 
that as so many workers have asked to leave their 
industrial occupations and return to farming, there 1s not 
enough land for them to cultivate. So would-be farmers 
actually have to pass cxams to make sure that the land 1 
distributed to people who actually are expert farmers 


(ju Jisheng. a peasant of Xiaoshan Village. said. “In the 
past. we always thought [word indistinct] was irrelevant 
to farming. However. a good farmer these days mus 
learn new techniques and skiils. and have some know! 
edge of agricultural sciences.” 
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The 52-year-old peasant and many of his fellow-villagers 
attend training courses two days every month They also 
listen to radio lectures and subscribe to agricultural 
journals. 


New High-Vielding Wheat Strain Developed 
OW 1106195490 Beying XINHUA in English 
OS49 GMT 11 Jun 90 


| Text] Bening, June 11 (XINHUA)}—A Chinese scientist 
has developd a new high-yielding wheat strain which 1s 
resistant to drought and saline-alkali soil. 


The strain was experimentally sown in an and and 
saline-alkali area in Heilongjiang Province in |988 and 
1989 


During the growing period the rainfall in the area was 
only 80 mm and there was no irrigation at all. However. 
the output of the wheat reached 4,500 kg per ha. 


The strain was developed by Deng Jingyang of the 
Chinese Academy of Agricultural Sciences 


World Bank-Funded Fish Project Nears 
Completion 

HK 1206032790 Beyjinge CHINA DAILY in English 
11 Jun 90 p 2 


[By staff reporter Wu Yunhe] 


[Texi] A World Bank-funded project designed to develop 
the fish industry in the country’s eight major cities 1s 
expected to be completed by the end of this year. 
according to the Ministry of Agriculture. 


The World Bank loan of $60 million, coupled with 
investment of about $70 million from the Chinese side. 
had enabled the project to establish 1.310 fish farming 
ponds by developing a total of 17.130 hectares of water- 
logged lowland and «aline-alkali land. an official from 
the ministry said 


The loan was acquired by the ministry's aquatic burcau 
on a 35-year term. 


The project, started in 1987, aimed to case the shortage 
of fish supplies in major cities, the official said. adding 
that 11 was now being carried out in Beying, Shangha). 
Hangzhou. Shenyang. Harbin. Chongqing. Chengdu and 
Nanchang 


Latest figures released by the ministry showed that by 
the end of last month, 11,000 hectares of fish farming 
ponds had been established, and more than 5.600 hect- 
ares of existing fish farms updated in the cities using the 
World Bank loan. the official said 
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A string of fodder processing firms, screntific research 
and service centres, trade and marketing centres and 
cold storage units had also been set up in the cities, she 
said 


“The project 1s running successfully as the development 
targcts set for the project's three-year implementation 
period have almost been reached.” the official added. 


China had accumulated a wealth of experience through 
the establishment of the project to launch a large-scale 
fish farming development programme. she continued. 


And fish production in the eight cities had all doubled as 
compared with three years ago, she said. 


In Shenyang. for instance. fish output had hit 14,000 
tons last year, showing a 100 percent increase on | 987 


Encouraged by this initial success, China hoped to 
attract more foreign funding for the future development 
of fish farming 


But China would make a major shift from pumping 
foreign funds into its fresh fish farming indusiry to 
financing seafood development. she said, adding that 
there were 3.54 milhon hectares of marshland along the 
country’s coastline, 2.65 milhon hectares of which were 
still uncultivated 


In view of the current shrinking fresh fish markets both 
at home and abroad. development of the country's 
potential seafood industry would be of more benefit to 
consumers and producers. she said. 


Some high-grade seafoods such as scallop and abalone 
were already very popular on the consumer market. she 
added 


Guangxi Chairman Addresses Forestry Conference 


1K 1406150590 Nanning Guangxi Regional Service 
in Mandarin 1030 GMT 13 Jun 90 


[Excerpt] The Guangxi Regional Conference on Forestry 
Reform was held in Nanning on |2 June 


The conference was attended by a total of more than 400 
people. Including prefectural directors, city mayors. 
county magistrates. and responsible persons of various 
departments concerned in Guangx: 


The conference was mainly devoted to discussing and 
formulating specific measures aimed at reforming 
Guangxi's forestry structure 


Cheng Keyic, chairman of the Guangxi Regional People's 
Government, attended and delivered a speech at the 
conference 


Long Chuan, vice chairman of the Guangxi Regional 
PF. ple’s Government, delivered a report on Guangxi's 
forestry reform at the conference 
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The conference summed up and exchanged eaperiences 
concerning Guangxi's forestry reform, unified people's 
ideological understanding. popularized the successful 
experiences of Xinan County in carrying out forestry 
reform, formulated measures aimed at readjusting and 
perfecting Guangai's forestry management structure and 
Guangaxt's forestry development policies. 


In his report, Comrade Long Chuan mainly dwelt on the 
relationship between forestry and grain production, the 
relationship between forestry and peasants’ income, and 
the relationship between forestry and industry, and 
expounded the important position of forestry in 
Guangat's regional national economic development. 


Comrade Long Chuan held that all the comrades con- 
cerned in Guangai must attach strategic importance to 
forestry. fully understand the important position of 
forestry in Guangaxt’s regional economic development. 
and ideologically attach great importance to forestry 
development 


Comrade Long Chuan said that only by developing 
forestry and increasing economic, social, and ecological 
results will it be possible for Guangxi to increase her 
grain output and regional revenue and improve her 
ecological environment. 


Comrade Long Chuan also made an analysis of all the 
major problems facing Guangxi's forestry development 
at present and put forward a guiding ideology for 
Guangxi's forestry reform 


Comrade Long Chuan said that Guangxi's forestry are 
mainly facing the following three problems at present. 


|. Consumption of forest resources exceeds growth of 
forest resources. 


2. A sharp contradiction between timber supply and 
timber demand. 


3. The per unit forest area economic results are relatively 
poor 


Comrade Long Chuan held that in order to successfully 
carry out forestry reform, Guangxi must properly handle 
both the relationship between immediate interests and 
long-term interests and the relationship between eco- 
nomic results and ecological results. cultivate a correct 
guiding ideology. and boldly carry out reform of the 
existing forestry policies and structure in a planned and 
guided way by adhering to the four cardinal principles 


[passage omitted] 
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UN Support for Guangxi Agricultural Project 
HK 1406033890 Beijine CHINA DAILY in English 
14 Jun 90 p 2 


(By staff reporter Wu Yunhe} 


'teat) The World Food Programme (WFP), the United 
Nations body which deals with food aid, has approved a 
five-year agricultural development project in the 
Guangx: Zhuang Autonomous Region in South China. 


The WFP would contribute $19.75 million to pay for 
food and transportation to support the project. 
according to a WFP statement 


This aid, together with $22.07 million coming from the 
Chinese side, would be used to update old irrigation 
systems and other land improvement programs. to 
increase agricultural production and protect the environ- 
ment in the region. according to a Ministry of Agricul- 
ture official. 


The project's goals were to expand agricultural produc- 
tion, facilitate access to markets and improve local water 
supplies and farmers living conditions. he said. 


An estimated 100.000 houscholds in the region were 
expected to benefit from the project. according to the 
WFP statement 


The WEP ts currently assisting |! different projects 4 
China at a cost of $210 million. 


The new proyect would be implemented by the Guangxi 
regional government. the official said 


lt would be conducted im the counties of Mashan. 
Shanglin and Xiangzhou which were suffering from poor 
irrigation facilities and a shortage of good agricultural 
land. he said 


WFP food assistance would be used as an incentive for 
the establishment of the project 


Farmers participating in the project would receive a 
daily family ration of rice as payment for their work. the 
official said 


Dams and diversion weirs in Mashan and Shanglin and 
on the Dalongdong reservoir would be repaired 


The canal system in the area would be renovated. he 
said, and 34 villages 1» Mashan county would be sup- 
phed with community water storage tanks or cisterns 


Land improvement measures would include the applica 
tion of organic fertilizers. construction of land terraces 
and surface drains. production of improved seed vari- 
eties and other low input methods of soil management 
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Lt) ECONOMIC 26 June 1990 
‘ . . ~ = 
March's Exports of Cereals, Oils, Food Neme ot SC)S«M Mar 1989 
HK 1506113590 RBevine CF! Datahase in Enelish cereals . = 7 470.978 174,485 
15 Jun 90 SS. 
rice J ton 33,589 11,700 
- — Ss = - — a eS 
, . . . soybean ton Bin 69.284 
[Text] Beijing (CEL)}——Following ts a list showing China's SE 
export volume of cereals, oils and food in March 1990. pulses atl ot.160 o9,109 
released by the Genera! Administration of Customs: maize ton 190,069 176,607 
- —— a ee 
vegetables ton 61.906 61.952 
——_ — —+ —-—----- ~—— 
Name el | Mar Mar 1989 fruit _| ton 18.564 15,680 
pie head 262.165 271,719 — an Sté<isN*St*é‘<s~S*«S TTD 
+ —+-——-— — 2) 2). = 
poultry a. 000 _ - 445 apple ton | 3,489 7499 
bee ton 20M | 2689 uae || atm]SMS 
pork ton 7.385 6.846 canned food ton “yonr|si7S 
chicken | fon | 300 | 2677 pork “ton | 4.192 ~ 3,339 
rabbit on 1.229 __ 150 vegetables ton 18.913 34,315 
“e oo . Sa 6.862 74,374 frust ton $116 6546 
ee a eee —— ee 
products i - —Eaee =e —_— 
SS em ——— ———— ‘* 
fish ton 44is 1.98) vegriene oF | ten ee 
—_—— > — i of meee ee — - —- ee + ° | 5 
prawn ton 14.598 $,793 =— = oe 














JPRS-C AR-90-046 
26 June 1990 @ 


University Campus Maladies 
YOCMO0216A Beying DANUESHENG [UNIVERSITY 
STUDENTS] in Chinese No 4, 10 Apr 90 pp 30-31 


{Article by Jin Wenju (7246 2429 5468)] 


[Text] Since the spring and summer of 1989, one ques- 
tion has continued to perplex me: Why did the distur- 
bance produced by the interaction between the larger 
international and smaller domestic climates break out 
around university campuses of all places” 


I took this question to several dozen universities. After 
talking with nearly 100 students, | discovered the fol- 
lowing: Do various “campus maladies” exist because 
campuses of institutions of higher learning have become 
disturbance launch sites? 


First, the “malady of individual utilitarianism” of those 
eager for quick success and instant benefit. Marxism 
talks of utility. However, all work is limited by quality 
and quantity. Suppose utility ts stretched to the limit. In 


the extreme, it becomes the individual expression of 


desire and baffling utilitarian impulses. Why fear a 
trifling matter when one wants to belittle others, be in 
the limelight. is unwilling to manifest his value in the 
process of contributing to society steadily and surely. 
and always 1s dreaming of “being crowned with eternal 
glory” overnight. Confused, one does not know which 
path to choose. Upon reflection, a student of economics 
at one of the schools said frankly, “When examining my 
own conscrence late at night and thinking of my impet- 
uousness during the turmoil, | cannot eliminate thoughts 
of individual utilitarranism.” In a boundlessly 
remorseful frame of mind, one who was chained and 
thrown into prison for burning and smashing military 
vehicles said, “| originally disagreed with the viewpoints 
of the troublemakers. It wasn't until | saw thai things 
were getting pretty serious and there was a chance for 
eternal glory that | got up and got involved. It seems that 
unexpected political wealth 1s hard to come by. It's still 
best to work steadily and surely and t» be a good person 
through honest work.” 


Second, the “malady of tending toward blind contrari- 
ness. This malady appears as: always inexpicably 
wanting to be contrary and reach opposite conclusions 
regardiess of whether others say tt 1s might or wrong 
There is ° joke at Beying University When a doctoral 
student used a quote from Nietzsche to explain a 
problem, he incorrectly ~ited Engels as the source, so 
some listeners immediately began hissing al! around 
Then the student realized his error, When he explained 
that it was actually Nietzsche's viewpoint, the former 
opponents promptly tried to find an out, indicating their 
understanding and praise for this view. ME SHANG 
[River Eiegy, a film] originally was a geopoliiical cliche 
Just because it denied the history of the Chinese nation- 
ality it caused some people to be as though drunk or 
mad During the turmoil, some “elites” merely picked 
up phrases and passed them off as their own. They acted 
ostentatiously with several-hundred-year-old Western 
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capitalist things. Because of the influence of this mode of 
thought, certain students blindly accepted them. 


Third, the “malady of infantile mirages divorced from 
reality.” This kind of disease always makes some people 
see mirages divorced from reality. A fellow named Guo 
Chengming [6753 2110 2494] at Lenin University is a 
malignant sufferer of this malady. In designing his plans 
for himself, he wrote, “At the age of 45 | will be minister 
of foreign affairs. At age 50, premier. From 55 on I will 
firmly establish new authoritarianism and national 
revanchism. At 58 the West will attack Europe and 
Russia. | will be dispatched to Moscow within a year and 
upon return to the East, confer with Japan and stabilize 
things within six months. Within another half year, | will 
establish a new world order. At my 60th birthday the 
entire nation will join in jubilation. In the year 2025, 
after Christmas, on the 22d day of the sixth month of the 
lunar calender, | will announce to the people of the world 
that | have completed the historical mission granted to 
me from heaven.” Such a malady of fantasy compelled 
him to throw himself into the revolt. He not only did not 
become the redeemer but rather an object for redemp- 
tion. His case is not unique. A few years ago, Feng 
Daxing [7458 1129 5281] of the Bejing Foreign Lan- 
guages Institute and Liu Yong [0491 0516] of Beying 
Acronautical Engineering Institute fantasized about 
being saviors. As a result the ‘ook the self-destructive 
road to ruin. Several Bex ag Agricultural University 
students who returned from doing social practice work 
summed it up this way: “Those who do not know the 
past and present of the fatherland cannot put themselves 
in a correct relationship with it. Planning for the future 
of the state and themselves while staring at the ceiling 
will inevitably poison and bewitch one to accept incor- 
rect conclusions. There are none who have not blundered 
mn this.” 


Fourth, the “malady of vanity and stubbornness.” In the 
1950's and 1960's students turned their backs on parents 
who had provided for their education, alled them 
neighbors. In the 1980's of today such scu. Is have not 
been cradicated. Some people all the more take on the 
“character of the times.” First of all, students ought to 
glorify hard work and thrift. But some conirarily want to 
show off by spending money in front of others. It used to 
be that one was not at all timid about political maturity. 
[ Now], some participated in the throngs of demonstra- 
tors, calling out, only because they feared being accused 
of studying thievery or even just to earn some “fervor” 
money. One student firmly fasted for three days and 
three nights only because his girlfriend said, ““How can 
you let so-and-so be in the limelight?” Thereupon he 
collapsed and was sent to the hospital. He did not put his 
heart at case until he awoke and saw the esteem in his 
girlfriend's gaze 


Vanity and stubbornness complement one another. 
“Death before admitting guilt” 1s a prime cxample. A 
master's degree student wrote to his professor, “Now, no 
matier how I blame my conscience, | still cannot say in 
public the three words, ‘| was wrong.” This 1s due to the 
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psychological factor of thinking one 1s always right, and 
also due to having a thin skin. When I'm with others, 
manly dignity makes me involuntarily utter distasteful 
words. Having a dual personality is really tough.” 


Fifth, the “malady of being sick of education.” It is quite 
interesting to look at the grades of “student leaders” at 
several schools. Wuer Kaixi [0710 1422 7030 1585] did 
not pass four courses at Beying Normal University. He 
was just on the verge of being compelled to withdraw. 
His famous remark is, “In the process of struggling for 
democracy, what I lost was the heavy load of study. What 
I gained was a beautiful life.’ Wang Dan [3769 0030] of 
Beijing University failed to pass to the next grade. 
So-and-so from Qing Hua University was punished for 
cheating on an exam. So-and-so from People’s Univer- 
sity was punished by the school for attempted rape of a 
young girl and his scholastic record fell to below average. 
Are these accidental? 


in the early stage of the turmoil campuses had an air of 
students sick of education. Eventually, there was an 
intriguing contrast in the atmosphere of the “mahjong 
clique.’ “romantics,” and “TOEFL [Test of English as a 
Foreign Language] clique.’ The ebb and flow of the fever 
to dance, to engage in commerce, and to travel disturbed 
some to the point of unsetiling them. Their associates 
sought excitement and played tricks with no sense of 
decorum. Provided that there was slight activity, people 
swarmed around, calling out and shouting. As for feel- 
ings of responsibility to the state and society, those were 
all in the back of their minds. Their eyes were fixed on 
money. When they saw that others earned a bit of money 
they felt they themselves had no future. They thought of 
taking shortcuts, fearing the difficulty of study. Such a 
situation made some pay a heavy price. 


Sixth, the “malady of national inferiority.” It could also 
be called the “malady of soft bones.” Its symptoms are 
no mention of national integrity—“the moon gives a 
more rounded glow abroad than in China.” Almost 100 
years of semicolonial society have given some an inferi- 
ority complex. The objective gap between Chinese and 
Western economic development makes some who do not 
understand national history and who lack a sense of 
responsibility collapse mentally. Those who suffer lightly 
from the malady think « fashionable to curse their 
forefathers. The: blame their ancestors for not leaving 
them with ready-made rich property. Those who suffer 
heavily want to be in the “Tito clique,” regretting that 
they are black-haired and yellow-skinned Chinese. The 
bones of those with this malady are particularly soft. Liu 
Miaobo, who just got the title of Ph.D., is a prime 
example. Sadly, some applauded as Liu Xiaobo shouted 
that “China must be a colony for 300 years,” styling 
himself a “national elite’ and “patriot.” Some grovel at 
the feet of Westerners. Those who are softly hit sell out 
the nation and human dignity for the price of a bit of 
information. Those who are hit hard call for “full-scale 
Westernization”™ of the state and political systems. Stull 
others love to use Westerners to oppress Chinese. As long 
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as they can attain their aims, they can forget about any 
national self-respect or interests. 


Seventh, the “malady of depressive impetuousness.”” At 
institutions of higher learning one can hear the car- 
piercing sound of shrill cries and breaking bottles, prime 
examples of this malady. It 1s said that students are 
giving vent to constrained instincts. The reasons for 
constraint are very complex: they are unable to utilize 
their talents because the country 1s managed so tightly; 
“the degree of democratic freedoms is too low’: school 
rules and regulations are overly strict; personalities are 
not fully developed; or reality is less satisfying than 
dreams. After the student tide rose there was a chance to 
give vent to these feelings. Then, those who wanted to 
become premier could first become “leaders of the 
student movement.” They were fully satisfied with the 
acclaim of 1,000 Chinese and foreigners. Those who 
wanted boundless freedom had full space. They could 
wantonly hold student strikes, demonstrations, and 
block military vehicles. Any legal order was hinderea )s 
freedom and thoroughly toppled. Those who wanted to 
make money could take the chance to collect donations 
and fill their own coffers. Anyone who wanted to become 
famous could make a name for himself at home and 
abroad by merely roundly cursing the Communist Party. 
Consequently, only in the turmoil was there the excite- 
ment of “After your side has finished singing. I'll get on 
stage.” I'm afraid that there 1s no way to forever cast off 
such a “malady of depressive impctuousness” without 
putting oneself in a correct relationship with society. 


Eighth, the unreasonable “malady of following the 
masses.”’ Its symptom is to follow where many go. no 
matter whether it 1s right or wrong. For a time. the song 
of “follow your feelings” was very popular in society and 
on campuses. It instructed people to dispense with 
reasonable thought and follow their feclings, follow the 
high tide. Those who suffer from the malady are 
unwilling to use their own brains to decide right and 
wrong because that 1s bitter. tiring. and if 1s not easy to 
be isolated. It 1s far more comfortable and casy to tollow 
the flow. They believe in “where there are many people. 
that is truth.” Many who joined the hordes of demon- 
strators were not at all clear about the aims and quality 
of the demonstration. They felt only that 1 would be bad 
not to participate since so many people joined in. Some 
disagreed in their hearts but because the “malady of 
following the masses” haunted them hey ultimately 
joined in. Several years ago, se. cral youths in a class at 
China Science and Technology University carried a 
banner in a demonstration reading “Fate lies in [polit- 
ical] movements.” The outcome was that. except for a 
small group of people who understood in their minds. 
the majority followed the high tide and came to a tragic 
end. 


Ninth, the “malady of worshiping the elites.” Its charac- 
teristic 1s blind worship, regardless of what measures the 
person uses to attain “elite” status. Sufferers want to 
become “elites” themselves so they copy slogans without 
ever analyzing them. The words of the “elites” ar. 
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always tasteful to some. First, they always flatter some 
fellow students as pillars of the state, which can play on 
the vanity of some. Next, they greatly curse social 
conditions, arousing the sympathy of some who think 
highly of themselves. Then, everybody readily follows 
the “elites no matter what they propose. After several 
such instances, “elites” take shape, their words become 
truth, their books classics, and their slogans the behavior 
of many others. Blind worship makes people unable to 
see the sinister intent behind the honeyed words of the 
“elites.” In following blindly and tossing out indepen- 
dent thinking, they become spiritual dependents and 
victims of the “elites.” 


The aforementioned list of campus maladies is only 
superficial. Careful analysis shows that they are caused 
by a viewpoint which values extreme individualism and 
by metaphysical ways of thinking, which make us unable 
to regard social development from a historical perspec- 
tive. Often with both eyes covered by individual fame 
and wealth, they cannot take a correct stand in consid- 
ering problems. They lose surrounding emotions in the 
quest for personal gain. Thus they become out of tune 
with society, the state, and the people. They fit in readily 
with things concerning individual temperament and 
interests. Extreme individualism turns around people's 
thinking. It hinders a person's normal judgment faculties 
and makes some take the wrong road. 


Society, the family, and schools are all responsible for 
toe unrestrained extreme individualism on university 
campuses. This 1s worth serious pondering. But, should 
students earnestly try to find reasons to sum up their 
own experience and lessons? It is necessary. there 1s no 
other healthy way to grow up. 


This 1s my official communication. | feel that actually it 
was not by accident that institutions of higher learning 
became the launching pads for the disturbances of 1989 
In one respect. the existence of various campus maladies 
give us a clear answer. | trust that o ~ friends can arrive 
at a common conclus on with us. O: . curse. here | must 
specially state hat reaching this conclusion does not 
mean denying! ¢m. tread and quality of the majority 
of students. Herelam 4!, .. ankly stating the drawbacks 
of this main trend’s premise. The majority of sufferers 
and some extremely malignant sufferers mentioned 
above differ in quality. The sole aim of frankly men- 
tioning the illnesses is their prevention and cure, in order 
to admonish even more students. 


Allow us to earnestly study scientific socialist theory and 
the practical experience of the masses. We continually 
mature in practice. Allow us to establish a proletariat 
world outlook and thereby thoroughly eradicate 
“campus maladies.” 


TOEFL Craze Sweeps Uinghua University 
YOP30039A Beying DAXUESHENG [UNIVERSITY 
STUDENT] in Chinese No 5, 10 May 90 pp 14-15 


[Article by Wang Chuanchen (3769 0278 5256)) 
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[Text] Editor's note: From the viewpoint of today, the 
“TOEFL [Test of English as a Foreign Language] Craze” 
is history. The craze did, after all, happen in 1990, and 
therefore there is a need to make a scientific analysis of it. 
Towards this end, in this issue we have also published 
“Old TOEFL Hands Talk.” Our hope is that, whether the 
reader is “preparing for the TOEFL” or “considering the 
TOEFL,” after reading these articles the reader will be a 
bit more clear-headed about the whole affair. 


What is the situation today? In our next issue we will 
publish an article written by a Beijing University student 
titled “Hot Becomes Cold: The Retreating TOEFL Tide 
at Beijing University.” October 27 1989. Qinghua Univer- 
sity campus. 


In front of the auditorium, in front of the main building. 
all along the road from the No. 10 cafeteria to the No. 3 
classroom building. converging masses of students, sit- 
ting on their bicycles, nervously glancing side to side, 
constantly check their watches and ask each other ques- 
tiONs. 


“Any news yet’? It 1s almost noon. Why haven't they 
made the broadcast yet?” 


“Tm not worried regardless. I've got my people stationed 
ai every place they could possibly be registering, all of 
them to sign me up. | have got my whole class organized 
for me. You?” 


“1 didn't do quite as well as you. I have only 15 people 
doing it for me.” 


The crowd 1s noisy. Each student has a different expres- 
sion. Some of them joke among themselves to case some 
of their tension. Some move from group to group dis- 
cussing the makeup of the test and the best strategy to 
use in attacking 11. Some. taking advantage of the imme- 
diate opportunity. are memorizing 600 Words 'sed in 
the TOEFL. However. cach of the students is intensely 
alert. Dozens of bikes are jammed into the intersections. 
as if it were the start of a bicycle race waiting for the 
Starter’s gun, as if for a high-speed race. And the starting 
gun finally sounds 


At 1200 the university broadcast system sends oul the 
order: “Today's registration for the TOEFL will take 
place in the vestibule of the main building. The following 
regulations will apply...” 


“Main building’ “Quickly!” “RUN 


The roar that arises from all points at the same instant 
drowns out all the regulations coming from the speakers. 
In an instant every path leading to the main building ts 
inundated with a flood of rushing bicycles. The scene is 
$0 grand it makes one’s heart beat faster. The sound of 
feet running, the shouting. the sound of bicycles colliding 
rise to a roar! But there is absolutely no arguing over the 
collisions! ‘It is such a critical moment for everyone that 
there 1s not even time to shout a ‘Sorry'’'” 


The time is now' It is do or die’ 
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The October 1989 TOEFL registration at Qinghua Uni- 
versity set a national record: People were standing in line 
nine days before the actual time of registration. 
Everyone who was registered had to return each day to 
reregister. It was extremely exhausting. It is said that it 
got to the point that, since a [take-a-number] ticket was 
needed to obtain a registration form, the tickets them- 
selves were selling for over 100 yuan! 


The bicycles rushed forward! 


The windows of the dormitories along the road were 
crammed with watchers. “Haven't seen such a grand 
spectacle in a long time! It is really exciting’ And then 
everyone was shouting, and shouts of encouragement 
were heard all along the way: “Run!” “Hurry!” “The 
tickets are almost all gone!” 


In the chaotic crowds there are some with different 
quests. One student is riding facing backward on the 
back of a bicycle and he raises his camera toward the 
oncoming tide of people. Suddenly. another bicycle 
crashes into his and the camera 1s thrown to the ground. 
This TOEFL registration war has been brewing for a long 
tume and the students have become inflamed to the point 
where there 1s no stopping them. 


Earlier, on 21 October, some students of the engineering 
and physics departments came forward to act as orga- 
nizers, 1 had originally been determined that tuckets 
would be distributed at 1230 in the afternoon on the 
western steps, out by a little past 0700 that morning the 
400-odd tickets had already been snatched up. (One 
cannot blame them for this. since people had begun to 
stand in line before 0200 that morning. the pressure was 
so intense.) So the latecomers had no opportunity to 
register, were really angry. and accused the organizers of 
not holding to the schedule. Thereupon. a new grouping 
was formed and they announced then and there that they 
would have a new registration that afternoon at 1600. 
The two groups stood confronting cach other. and the 
situation wa: extremely tense. The university had no 
choice but to step in. The Foreign Language Department 
Examination Center issued an announcement staung 
that the two issuances of registration numbers/tickets 
were both voided. On the 27th, the center would orga- 
nize another registration, the place of the regisiration 
would be announced simultaneously at three different 
bulletin boards 


On the 24th, the Foreign Language Department issued 
another important announcement, canceling the previ- 
ously announced notification locations. and stated that 
on the 27th at noon, the university broadcast station 
would announce the location of the registration In 
addition, the announcement gave the students taking ‘he 
exam a small bit of reassurance: ‘he role call would be 
complete, any who were not able to register at Qinghua 
could go directly to the China Foreign Examination 
Coordination Office to register 


However, this reassurance was not reassuring: The pri- 
mary goal was to get registered at Qinghua. Thus it came 
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about that when the announcer announced the registra- 
tion place over the speakers, the scene of hurried migra- 
tion took place. 


In front of the main building, bicycles were abandoned 
everywhere. There was no time to park a bike: Getting 
one step ahead may mean actually getting a chance. 


In the vestibule of the main building, there was a hubbub 
of voices, Those students who had bet on th being the 
place had won: Several hundred students succeeded in 
registering, and then, relaxed and happy, they watched 
the latecomers storm forward. 


The surging tide of people, one wave greater than the 
next, filled the main building vestibule and the main 
entrance with terribly anxious students trying to get 
registered. Anxious to the point of befuddiement, they 
pushed and shoved, massing around anyone who even 
looked like he could be a registrar. The surrounded staff 
workers were sweating profusely. shouting ull they were 
hoarse, hopelessly and helplessly expounding: “Everyone 
stop shoving! Everyone will get registered! Every- 
body...'"" Their voices could hardly penetrate the masses 
of people surrounding them like a forest, and behind 
them more were pressing forward. 


The few police from the local station and the university 
wardens were totally unable to control this flood of 
humanity. 


“We totally did not expect this many people to come to 
ty to register'.”” exclaimed a sull Cistraught teacher from 
the Department of Foreign Languages after the fact 


An organizer 1s surrounded and shoved to the ground 
The registration tickets he holds scatter on the ground 
Immediately the crowd pounces and grabs them in a 
life-or-death struggle. 


A worker who looks like someone with authority rushes 
up. “Stop it! All those tickets are now voided" 


The students’ shouts drown his voice out’ “Even if 
voided they still have to be issued! After they ar. issued 
then void them'” 


This registration could be the last train out: We have to 
get on i no matter what!” 


“What 1s needed now is perseverance’ Hold on to the 
very last!” The students encourage cach other 


In the vestibule camera flashes are constantly going off 
These are picture opportunities one seldom gets. At the 
very least the pictures can give the people some intuttive 
view of the mad rush of today’s intellectuals toward 
foreign lands, or perhaps. might also make some people 
ponder this situation a bit more 


After an hour or more of trenzied shoving, the ¢ owds 
quieted down a bit. Several of the workers call upon the 
students to form lines. and immediately some das} 
forward and grab the workers warsts, shouting that this 
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is the head of the line. The people in back begin grabbing 
the waist or shoulder of the person in front of them, and 
soon human chains are formed. Looking at them, it 
closely resembles the nursemaid at a kindergarten lining 
up the toddlers to play “hen and chicks,” and the scene 
becomes comical. 


At 1330, the students in the courtyard of the main 
building have formed four long snaking lines. 


An afternoon of excited struggling has tired these stu- 
dents who are only used to hard study behind closec 
doors, and one after another they begin to sit down 
wherever they are. 


The workers set up loudspeakers on the front steps of the 
main building. 


The first words out of the speakers’ mouth: “Fellow 
students! You've been working hard!” 


Everyone applauds. 


“We are all exhausted. You can imagine that when a 
person puts all of his money, over a long period of time, 
on one turn of the cards, what a torment that last 
moment ts!" 


At that time they had issued over | 600 ticket/numbers, 
enough ‘> make one gasp. (Note: Of this number, some 
people got several numbers and some were invalidated 
when they were accidentally dropped and scattered; that 
evening, after investigation and approval, over 720 valid 
tickets had been issued.) 


ne of the responsible people from the Office of Educa- 
onal Administration said, in an utterly hopeless tone: 
‘The ferocity of this drive to get out of the country, and 


the huge number of people who figh: to leave the country 
is enough to frighten and worry a person. As to the 
causes, there are many; some of the reasons are not casy 
to state clearly, right now I can only state the facts...” 
However, how can each one of us not ask a few “why's’”? 


At the very end of a long, long line of people, one fellow 
stood in almost absolute terror. He had watched what 
was happening in front of him with a cold eye. Little by 
little the crowds had dispersed, hurrying away to the next 
step in the process, but he still stood there in the now 
empty campus. The sun was sinking in the West, the sky 
was darkening to red, when he finaliy let out a deep sigh 
of regret. 


“lam a doctoral candidate at XXX Institute. | too came 
to register. | had great hopes that I too could go abroad 
to do some studies, and for that end I spent six months 
studying for the TOEFL. But today, | have decided to 
give up the fight. Hell! All of us students have tried to 
crowd down this one narrow road, and we are crowding 
ourselves to death. When I see how so many of our best 
and brightest students have pinned all of their hopes and 
all of their plans upon other countries, my heart grieves' 
Is there no other road we can travel? Everyone knows 
that registration is just the very first step of a iong. long 
journey, and the rest of the road is even longer. even 
more difficult, and yet they still choose this road. Our 
own country provides a multitude of paths on which we 
can open up careers and give free play to our talents! 
Why are our students all crowding into this kind of 
narrow and restricted path?” 


The crowds had gone away. The only things left on the 
broad campus were the doubts and perplexities left 
behind by the crowds. 





92 MILITARY, PUBLIC SECURITY 


Biographical Sketch of CPPCC Chairman Hong 
Xuezhi 


90P30042A Hong Kong MING PAO YUE KAN (MING 
PAO MONTHLY] in Chinese No 293, Mav 90 pp 31-36 


[Text] The New Chairman of the Chinese People’s Polit- 
ical Consultative Conference, General Hong Xuezhi 


After the 4 Jun« fiananmen incident, anyone who made 
some small analysis of the situation on the mainland 
would realize this one basic fact: The mainland today is 
the same as it has been for decades—it is still an era 
wherein “political power comes from a barrel of a gun.” 
For this reason, people who are concerned about polit- 
ical developments on the mainland must be concerned 
with the situation of mainland people wielding military 
power. 


Today among the military circles on the mainland, the 
position of Hong Xuezhi [3163 1331 2535] is unique for 
a senior active-service general. Although Hong was 
ousted from his important post as deputy secretary of the 
Central Military Commission only several months ago at 
the CPC Central Committee Plenary Session, and at the 
more recently convened NPC [National People’s Con- 
gress] was ousted from his position on the state Central 
Military Commission (by precedent, this means that 
before long he will be ousted from the CPC Central 
Military Commission), however, as one of the originally 
appointed |7 generals, he is the most experienced. .\t the 
same time, this goes to show that Hong's personal power. 
political attitudes, and influence are already putting 
some people on guard. Whether his “demotion” at this 
t..ne will lead to his “promotion” next time cannot be 
known. 


As for Hong, one of the original influential military 
types, very few non-experts know much about him. 
Therefore, | would like to present my evaluation of the 
background, history, personality, and power of General 
Hong Xuezhi. 


An Early Orphan, Hong Joins the Red Army 


Hong Xuezhi formerly used the name Feng Xuezhi 
[7458 1331 1807]. He was born in 1913 of a poor peasant 
family in the Dabie Shan mountains of Jinzhai County 
in Anhui Province. He lost both parents early in life. In 
1929 he joined the communist party organization during 
the Shang-Nan (South of Shangcheng [Henan]}) uprising. 
After the uprising, the Red 3d Division was formed, with 
Hong joining the enlisted ranks of the 8th Regiment. For 
his battlefield exploits he was made squad and then 
platoon leader. In 1931 the Red Students from the Dabie 
Shan regions of Hubei, Henan and Anhui were organized 
into the Red 4th Front Army under the overall command 
of Xu Xiangqian, with Zhang Guotao as representative 
of the party center. 
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With the 4th Front Army on the Long March from the 
Dabie Shan Mountains to Northern Shaanxi 


In the bloody “Encirclement and Suppression” and 
“Anti-Encirclement™ campaigns fought by the Commu- 
nists and the KMT [Kuomintang]. Hong Xvezhi rose 
grade by grade. He served as a company commander in 
the 29th Regiment of the Red 10th Division, as battalion 
political commissar, and so forth. With the defeat of the 
Red 4th Front Army in the Dabie Shan Mountains, they 
marched into northern Sichuan, and Hong was 
appointed chief of the Political Office [zhengzhi chu}, 
274th Regiment, 93d Division, Red 31st Army, and took 
part in the famous Long March. During the Long March, 
Hong continued to rise through the ranks, first to 
director of the Political Department [bu] of the 93d 
Division and then to director of the Political Depart- 
ment [bu] of the Red 4th Army. Commander of the Red 
4th Army at this time was still the famous “Red Tiger” 
Xu Shiyou, and the political commissar was the awe- 
some General Wang Jian‘an. Thus. by the time he was 23 
in the autumn of 1936, Hong had become a deputy 
army-level cadre. 


At the end of the Long March the Red 4th Front Army 
was the strongest. with five armies and about 40,000 
men; the Red Ist Front Army and the Red 2d Front 
Army each had only two armies of about 10,000 men, 
thers com ined total strength was still less than the Red 
4th Front Army. Unfortunately, the three armies which 
were the main strength of ‘he Red 4th were regrouped 
irnio!.¢ Red Army West Route Army and marched west 
across the Fiuang Hu River hoping to open up the 
tc rnationa! route across Xinjiang, but after several 
months of vicious fighting in the Hex: (West of the 
Huang H~) cerridor and the Qilian Shan mountains, 
were pra ‘i ally wiped out by the KMT Nanjing govern- 
ment’s resident Qinghai warlord. Ma Butang Hong 
Xuezhi's Red 4th and the Red 31st Armies were unable 
to cross the Huang He because of attacks by the KMT 
armies, and thus avoided this disaster and went directly 
into northern Shaanxi. 


Criticized by Mao, the Secret Uprising Plot 


In northern Shaanxi, the dispute between Mao and 
Zhang Guotoa was over: The fact that in the course of 
the Long March Zhang Gutao had headed south and set 
up his own Communist Party Center had been branded 
as “antiparty” activity. Hong Xuezhi and the other 
high-level cadres of the Red 4th Front Army who were 
considered as Zhang Guotao’s “military foundation” 
were stripped of their military authori.y and sent off to 
the newly established “Red Army Anti-Japanese Polit- 
ical University” to be educated. 


Later, in the “Anti-Zhang Guotao Line” struggles that 
swept northern Shaanxi like wildfire, all the high-ranking 
cadres of the former 4th Front Army got entangled in the 
criticism, and Hong Xuezhi was no exception. At “Kang 
Da” [Anti-Japanese University), criticism and struggle 
were daily fare for the students. Ranking cadres of the 
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Red 4th Front Army were labeled as “bandits,” “Guo- 
tao's remnants,” etc. It was under these circumstances 
that some of the former Red 4th Front Army cadres, 
including Xu Shiyou, Wang Jian‘an, Zhan Caifang, and 
Hong Xuezhi hatched a plot to rebel, go into the moun- 
tains, and become guerillas, and return to the Dabie 
Shan Mountain, to set up their own kingdom. 


Defeat and Imprisonment, Mao's “Leniency™ 


Before the “rebellion” could start, 1t was uncovered and 
Xu Shiyou, Wang Jian‘an, Hong, and others were all 
captured, tried by the Communists’ own court, and 
sentenced to prison. For a while the cadres of the Red 
4th Front Army were their own worst enemies, and the 
turmoil in Shanxi seemed to produce an enemy behind 
every bush 


At this time the Communists controlled northern 
Shaanx: and perhaps a bit more: Outside this area was 
the might of the KMT political-military oppression, 
inside were three uncooperative armies—these were bad 
days. Mao was trying to cunouer the country. after he 
had defeated Zhang Guotao anu made good use of his 
leadership abilities: he did the “magnanimuvs thing” for 
the cadres of the 4th Front Army who were impi:cated in 
the rebellion. Mao went personally to the jail and one by 
one set free Xu Shryou, Wang Jian’an. Hong Xuezhi, and 
the others. Zhang Guotoa, he said. had been sent by the 
Communist Party center to the 4th Front Army: the 
party center and Mao himself should take responsibili- 
ties for Zhang's mistakes, and the others should not be 
held responsible. The cadres of the 4th Front Army were 
very grateful to Mao. and from this time forward were 
well used by him 


The War of Resistance Early Years, Joining the 115th 
Division 


After the July 7th Incident [Marco Polo Bridge. 1937}. 
the Red Army was reorganized as the 8th Route Army 
The former Ist. 2d, and 4th Front Armies became the 
115th, 120d, ind the 129th Divisions. Mao, however, 
taking some assidous precautions, did not allow these 
warriors from the 4th Front Army who had just gotten 
out of jail to yoin the 129th Division, but found other 
work for them. Xu Shiyou and Wang Jian’an were sent to 
Shandong, to posts in the Shandong Column of the 8th 
Army, Zhan Caifang was sent to the Shanxi- 
Chahar-Hebe: border area. Hong Xuezhi was first sent to 
the Anti-Japanese University as Ceputy regimental com- 
mander of the 4th Regiment and then later sent to work 
in the 344th Brigade of the 11 Sth Division. Although this 
344th Brigade was formerly subordinate to the Red Ist 
Front Army, it was composed of the Red 25th Army 
under Xu Haidong. The Red 25th Army was formerly 
part of the 4th Front Army, and had been organized in 
the Dabie Shan mountain area, so all of the cadres were 
hometown boys. 
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Rise to Staff Officer of the 3d Division Under Huang 
Kecheng 


In 1940 Hong Xuezhi went with Huang Kecheng’s 8th 
Route Army southward into northern Jiangsu, he was 
later the deputy commander of Branch No. 5 of the 
Anti-Japanese University in Yancheng city under school 
commander Chen Yi. 


In 1941, because of repeated Japanese mopping-up oper- 
ations, the Branch No. 5 School could not remain in 
Yancheng. Hong was sent away to be the commander of 
the Yan-Fu [7776 7079] Military area. Ha was later 
appointed deputy chief of staff of the 3d Division, New 
4th Army. The 3d Division of the New 4th Army was 
composed of units of the | 1 5th Division of the 8th Route 
Army which had come south. Its division commander 
and concurrent political commissar was Huang Kecheng. 
deputy division commander was Zhang Aiping, chief of 
staff was Peng Xiong. In 1943 Peng Xiong was killed in 
battle and Hong was promoted to chief of staff of the 3d 
Division. 


Victory Over Japan, With the 34 Division to the 
Northeast 


When the War of Resistance was won, the KMT-CPC 
war began. At that time, the focus for both sides was the 
northeast provinces. Before Mao Zedong went to Chong- 
ging to talk with Chiang Kai-shek, he instructed that 
cadres should be sent to the Northeast to start work, 
whether or »ot to send in the troops would be decided a 
bit later 


When the Soviet Red Army occupied the Northeast. 
about a thousand soldiers of the 8th Route Army, led by 
one Zeng Kelin, the commander of a military subdistrict, 
took advantage if the chaos and caught a train from 
Shanhaiguan through Jinzhou to Shcnyang. The people 
of Shenyang. who had not seen a Chinese soldier for 
some 10 years, welcomed them enthusiastically. The 
Russians. secing the way things were, sent Zeng and one 
of their colnels by plane to Yanan to suggest that the 
Communist Part, center immediately send someone in 
authority to the Northeast. Liu Shaoqi, then in charge of 
party center work, seeing this once-in-a-lifetime oppor- 
tunity, sent a report out to Mao in Chongqing, and as 
quickly as possible transferred thousands of troops to the 
Northeast. The main forces transferred were five divi- 
sions from the 8th Route Army of Shandong. and the 
359th Brigade of the 8th Route Army which had been 
about to deploy southward. plus, the largest contingent. 
the New 4th Army's 3d Division, which had four bri- 
gades. Al that time Hong Xuezh, nad already been 
promoted to deputy division commander and concur- 
rent chief of staff of the 3d Division 


Commander of the 6th Column of the Northeast Field 
Army 


In the Northeast Hong Xuezhi held the posts of deputy 
commander of the Liaox: (western Liaoning) Military 
District and commander of the Heilongjiang Military 
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District After the formation of the Communit s North 
cast Field Army he was appornted commander of the 
6th Columea The column was the equivalent of an army 
having under its command three divisions nine reg 
ments Lin Biao and Lo Ronghuan (90!) 2837 2719) 
were the commander and the political comminsar of the 
Northeast Field Army During the “Three Southward 
( rowngs of the (Sunghua) River” he “Siping Street 
Battle” and other campaigns, the 6th Column under 
Hong \uesh was always the main force. having the (vow 
captures and kills. and also the most wounded and west 
In the two great Liao-Shen (Liao River-Shenyang”! and 
Ping-Jin [Bewping- Tianyin”) campaigns. Hong Nuc rh. s 
6th Column made outstanding accomplishments and 
was one of the maim fighting forces of the Northeast 
Field Army throughout this pernod 


Fighting With the 4th Field Army to C-aangdong 


In carly '949 Mao Zedong completed reorganization of 
the communit arnnes The North Field Army became 
the 4th Field Army. having under 1 four corps [bing 
tuan} cach corps had under it three armies. cach army 
commanded four divisions Hong Xuezhi was the first 
deputy commander and concurrent chief of staff of the 
iSth Corm The 15th Corps commander and political 
commimar were Deng Hua and Lai Chuanzhu (635! 
1278 3796) 


By the end of that year the 4th Field Army's | Sth Corps 
had fought its way to Guangdong. sect up the Guangdong 
Military Region. with Ye Jianying as commander and 
political commussar This was mostly in name only Deng 
Hua and Hong were both listed as deputy commander 


In the course of the KMT-CPC civil war Hong Xuezhi 
had literally fought from north to south, from the 
Heilong Jiang in the north to the Zhu Jiang | Pear! River) 
in the south. and piled up a great many victories for the 
(Communi causc 


( ommander of the Rear Services for the 


Vounteer Army During the Korean Way 


In the summer of 1950 the Korean war broke out. Mao 
figured there was an unwanted batth coming on that 
would be hard to avoid, and im order to meet any 
emergency. uensferred to Liaoning the | Wh Corps of the 
4th Field Army » hich had been stationed in the central 
plains as a strategic special force At the same time, Mao 
and Zhou Enla: were not at all confident that Huang 
Yongsheng. commander of the | Mh Corps could wage « 
successful foreign war and so switched the commanding 
officers of the | Mth Corps and the 15th Corps. Al the 
same time they called up reserves to reinforce the | Wh 
Corps. It was in this manner that Hong Xuezhi came to 
the Yalu River as deputy commander of the Northeast 
Border Defense Army. which was created out of the 
reorganized and reinforced | Wh Corps This Northeast 
Border Defense Army became the “Volunteer Army” 
that later crossed into Korea and joined the war 
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In September 1990 the UN forces. primarily Amercans 
succes! ly landed at Pusan turning the whole war 
viuation about with one irike On W September the 
L'N forces took Seow! By 19 October they were attacking 
Pyongyang and ai the same time sinking north via 
different routes By the end of July [as published] the 
spearhead had sirctched the castern frout all the way to 
the Valu River The Amerncans never planned to crow 
the Valu but Mao could not trust them and after many 
days of cries conferences and discussions he decided to 
vend’ hes soldiers into Korea 


In the ( ommuniet Party center actually the majority did 
not want to send im the troops being afrand of getting 
burned in the process losing the precious land they had 
fought wo hard to ein even Lin Biao pleaded iliness to 
avon’ becoming commander of the Volunteer Army 
Fortunately the firebrand Peng Dehua: consented to 
take the command and wo all of Mao Zedong’s planning 
and commanding ’as not in vain 


In the latter part of October 1990. the CPC's “Volunteer 
Army” set out for Korea. with Peng Dehua: as com 
mander and commimar and Deng Hua Hong Nucshy 
and Han \ianchyu as deputy commanders Under thei 
command were wa armies. | 8 divisrons. some 200.000 
men Later these were augmented by four armies from 
the 9th Corps of the 4d Field Army Mao had orginally 
planned to use the 9th Corps to attack and. having 
conquered |. occupy Tarwan—bul for now wer’ to 
Korea The headquaters of the | Wh ( ops was changed 
to the Volunteer Army headquarters. and for Hong 
Xuevhi this meant a step up in grade 


In the headquarters of the Volunteer Army. Peng Dehua: 
had immense prestige He combined the positions of 
commander. political commisar and party secretary in 
one person Hong Xuczhi was solely responsibic for rear 
services support work as feputy commander and later 
became fear services commander for the Voluntcer 
Army 111s saed that during thy perrvod Hong Xuczhi was 
the only person among the Volunteer Army headquarters 
personne! who had any influence at all upon Peng 
Dehua Perhaps they found something in common in 
their backgrounds both having rien from the worker. 
peasant ranks not sweating the small stuff being 
straightforward in all things 


There was one other special person in the Volunteer 
Army headquarters. and thal was Mao's oldest son Mao 
Anying Mao Aning came tc Korea as a staff officer in 
the Volunteer Army and as an interpreter. But “the sons 
of kings dic before they get to be kings.” and Mao Anying 
was in Korea less than a month before he was killed 
during a U.S. bombing attack. Bul the death of Mao 
Anying still was connected in some way with Hong 
Xuezvh 


Unable To Care for Miao Anying Precursor of Future 
Troubles 


At the time. within the headquarters of the Volunteer 
Army. air defense work was the responsivity of Hong 
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Nueshy He had received wired instructions from Beying 
that he must at all costs ensure the safety of ( ommander 
Pene and the headquarters from air atiack Hong in fact 
Made meticulous preparations had in fact instructed the 
concerned personne! that. if necewary they should force 
Commander Peng into the aw rand tunnel Unfortu. 
nately the communiets of the carly days of revolution 
were not. after all, any different from the ones who 
followed Hong did not appoint anyone to look after 
Mao Anying's safety He was just a bit neghgent in regard 
to the “princely son” of the “commander in chief” 


(mm 25 November 1950. the air defense lines sighted a 
tS reconnamsance plane Hong Neuzhi immediately 
concluded that bombers could follow i and gave the 
order that all personne! cacept those on duty should 
enter the air rand tunnels At that time Peng did not 
want to seek shelter, cursed as “cowards the cadres who 
were urging him to go. Hong had no choiwe but to go 
personally to get Peng to move He knew that for the 
moment everything depended on this one person and if 
something should happen and he were lost. it would be 
all over Peng was sll unwilling to leave and swore at 
Hong “You pock-faced bastard’ (Hong had had 
smalipos as a child and his face still bore the scars). Why 
are you so afrand of dying” Hong knew Pong very well 
“Tt 8 not so much that | fear myself dying. but | do fear 
for your death © So saying. he ordered the people there to 
accompany Peng into the shelter 


lt happened that Mao Anying had duty that day He was 
young and cager and no one had directly ordered him 
into the shelter, and so he remained in the duty office 
Hong and the others. through oversight lost everything 
and did not take particular care of the “prince © After a 
while four US bombers flew across. dropped incen- 
diary bombs. and the headquarters became a sca of 
flames Mao Anying and another staff officer were 
burried bencath At first Hong Xuezhi was unaware that 
Mao Anying had died Lookin, through the ruins he 
excitedly said things like: “Blessed be Mara’s soul in 
heaven’ Commander Peng and the headquariers per- 
sonnel were not hurt! We can win a great victory’ until 
someone told him that Mao Anying was killed in the 
bombing. then he shut up Peng Dehua: was greatly 
troubled and for many days afterward was broken up and 
kept muttering over and over “Chairman Mao entrusted 
his son to me. how am | going to explain it to him” 


Mao Anying was born of Vang Kathu: Hc had a difficult 
childhood. He was a graduate of the Soviet Military 
Academy Mao Zedong hac «> great hopes on him Mao 
had allowed him to go w the headquarters of the 
Volunteer Army to get some caperience and political 
savvy s© that he could be given greater duties im the 
future Who would have thought he would dic under the 
American bombs’ Anying’s death was a great blow to 
Mao Zedong. and in turn had a great influence on 
modern history Some analysts have said that of Anying 
had lived. the mainland would still be under the leader. 
ship of a “Chairman Mao.” and Lin Biao. Jing Qing. 
Hua Guotfeng. and Deng Xiaoping would never have 
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become “succemors Considernng the succession cases 
of Chiang-huo in Taiwan. of Raye Gandhi in Indi, and 
Kim Chong-il in North Korea. the theory is not without 
its reasonableness 


Mao Zedong accepted the hard news. bul trom this time 
on. his attitude toward Peng Dehuar. Hong \ueshi. and 
the others was not the best Herem was buried the hidden 
link to the rectification suffered by Peng Hong and 
of vers From Mao Zedong’s viewpoint why should the 
headquariers take a bombing and all the ranks in the 
headquarters from the commander and deputy com. 
mander on down get away safely while only his own son 
has to be on duty and be killed” This he found hard to 
accept In addition. Mao was always a suspiciuos person 
and in the future. if the day came when he had political 
differences of opimion, why he could naturally ‘settle 
accounts all at once “ When Mao criticized Peng Dehua) 
at the Lushan Conference in 1959. in countering Peng’s 
criticisms he said, “When | start something. | finish i. | 
had two sons One was killed by bombs. onc went insanc 
and | am left without wee.” When he heard this, Peng 
felt guilty. and knew he had lost everything. and did not 
argue anymore 


After the Korean War, First Depety ( ommana.: of the 
Creneral Services Department 

During the Korean war Hong \uezhi was on charge of all 
rear support for the Volunteer Army in modern wartare 
the success of the war depends upon the success of rear 
support and supplies When a high tide was reached im 
the war. some | million soldiers of the Volunteer Army 
were in Korea. and no fewer than ¥00.000 were directly 
under the rear services depariment there were some 
6.000 vehicles alone. plus several divisions of antiair- 
craft artillery and several divisions of railroad troops To 
make it possilbe to wage war on the Mth Paralicl the 
supply lines of the rear services departments could not be 
cut. Hong \vezhi showed caceptional ability in these 
affairs. and became the father of modernization within 
the rear services departments of the communis armed 
forces. Prior to this. one could hardly talk of any rear 
services in the “ hinese armed forces. much tess of ther 
modern. zation 


In July 1953 the war stopped in Korea. The Chinese 
Volunteer Army and the UN troops had fought to a 
standstill, and their accomplishments were comperable 
Both had fought from the Yalu River to the Mth 
Parallel After returning to China from Korea. Peng 
Dehua was promoted to minister of national defense in 
charge of the daily work of the Central Military Com- 
mission Hong Xuczhi was made first deputy com. 
mander of the General Rear Services Department His 
commander was his old superior officer, Huang Kech-. 


eng 
1955: Promoted to General 


In 1955 Hong received his promotion to full general. an 
“August ist” award first-class. an “Independence and 
Freedom” award first-class. and a “Liberation” award 
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first-class Dehua: became the second marshal 
second only to De. Huang A and flows Nes a senior 
aeneral (full general of the army). and Xuerh and 
the other members of the “ plot” at Yenan 
Anti-Japanese University—Xu Shiyou. Wang Jian‘an. 
Zhan (arfang and others—all received thier full general 


ranks In September 1956 at the 
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Lieutenant General Yu Chiuh as political communsar 


Support of Peng Dehuai, Loses the High Office 


In July 1959 the party Central Commitice called the 
Lushan Conference The impact of this conference on 


a se ty A wp yh dy DY 
Mao him as the leader of an “antiparty clique © 
Following this. the entire army and the entire party 
engaged in a huge critectem of Peng Hong Xvezhi not 
fearing the powers that be. openly suppo ted Peng and 
was criticized in turn. and in October was reheved of his 
duties as chief of rear services He was succeeded by 
Lieutenant General Qiu Huizuo. who was to be part of 
Lin Biao’s sworn following. Lin Biao took over for Peng 
Dehua: and became minister of defense in charge of the 
daily work of the Central Military Commission Full 
General Deng Hua. former deputy commander of the 
Volunteer Army and commander of the Shenyang Mili. 
tary Region. was demoted Al this port. the high. 
ranking leaders of the former Volunteer Army had 
almost all been demoted 


For almost the next 20 years. the honest and youthful 
Hong Xuezhi lived under this censured condition He 
was posted to Jilin Province as chief of the agricultural 
office. then was chief of the heavy industry office. which. 
for a military man was to be “a hero with no way to show 
his abilities.” It was im this manner that he passed his 
days in boredom. during the Cultural Revolution. 
because he had been demoted long ago and was now far 
from the center of things, he did receive a bit of criti 
cisn, but made t through that period without much 
trouble During these long drawn-ov' years. this formerly 
powerful general who had commanded houndreds of 
thousands of troops could only do his work as factory 
manager on a small distant village with a mind free of 
such worries. 


After Mao Staging a ( omeback 


it was only @ year after Mao's death, in 1977 at the I ith 
party congress that Hong Xuezhi reappeared and was 
elected a member of the party Central Commitee 
Because he had been ousted carly on and had not been 
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involved in iniraparty struggles during the Cultural Rev. 
olution, he was @ person all sides could accept. in 
addition his military accomplishments were well 
known he was well qualified and was in good health So. 
in 1977 he was given the important post of the National 
Defense Industries General Office In 1980 he was 
appointed director of the Logistics Department of the 
PLA [People's Liberation Army] and concurrent poli. 
ical commissar. In 1982. when Xiaoping became 
head of the Central Military Commission. he 

Hong as vice secretary of the Central Military Commis 
sion At that time Vang Shangkun was secretary of the 
Commission Hong had never served under Vang. and so 
Deng obviously appomnted him as ice secretary to act as 
a check on Vang 


Appointed Director of |agistics. a Multitude of 
Accomplishments 


Having spent some 20 years in “deep freeve.” Hong 
Xuevhi was painfully aware of the passage of time. that 
he was becoming old. and. now that he was in the 
postion of director of logistics. he decided to accomplish 
something worthwhile At that tome. the PLA logistics 
system had been wrecked by the Cultural Revolution. 
and was badly in need of repaw Under Hong's com- 
mand. the General Rear Services Department organized 
10 large combined-investigation groups and sent them 
out to inspect most of the mayor border defense and 
coastal defense units. and then came up with a plan 
Hong took funds from the extrabudgetary resources of 
the Rear Services Department (income from the sale of 
arms abroad. and so forth). and used them to correct 
some $.000 problems for the border and coastal defense 
troops im the areas of howsing, water and recity. 
transportation. hygrene. and so forth This was warmly 
welcomed by the troops concerned. and generally stabi- 
lized the attitudes of the border and coastal defense 
(rooms 


In 1985 at the NPC, Hong Xuevhi was taken off t 
Central Committee, bul was made a oft 
Central Advisory Council 


Restored to Full Ceneral 


In April 1988 Hong Xuezhi was clected to the State 
Military Commission at the Seventh NPC. In Sep- 
tember, when the party central remstituted the military 
rank system and appointed the first |7 full generals, 
Hong was ranked first He had first received his stars in 
1955. and after 33 years was still a full general. Qin Jiwei 
was promoted to leutenant general in 1955. and thus 
was second in rank to Hong As to the others. the highest 
ranking men had made major general or full colonel in 
1955. the lowest ranking had been captains in 1955 
Chief of Staff Oi Haotian had been a senior captain in 
1955. From this can be seen the differences in service 
among the generals in the armed forces 
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Heng Neeshi Before and After 4 lune 


Luring the democracy movement on the mamland in 
1989 1 was well known in Being that Hong Xuezhi. 
Qin Jiwer Li Deshong. and other high-ranking officers 
were sympathetic to the movement. in fact. 1 was once 


rumored that Hong had been purged because of this 
However tt later became clear that his tron had not 
weakened. that he. Qin Jiwei, and Li had all 


been part of the leading core group of the Central 
Military Commission tt is said that unity among the 
leading cadres of the armed forces must be maintained. 
and that this contributed to the stability of the overall 
situation 


Hong Xuezh rose up through the Red 4th Front Army. 
and 1s a hometown boy and comrade-in-arms with many 
of those who served under Deng Xiaoping. Of those on 
active duty at present. he is the general with the longest 
service record. was one of the army-level cadres during 
the Long March, and 1s the general who made his grade 
m 1955. All of this plays to his advantage in the 
communist army which so emphasizes rank. back. 
ground. and experience He was a commander during the 
War of Resistance in the 115th Division and in the 

4th Army. and served as commander at the army and 
corps levels m the 4th Field Army. In addition, he was a 
deputy commander in the Volunteer Army and director 
of logistics. In military circles, hes 1s the widest breadth 
of expervence He did not serve in Dong Xisoping’s 
129th Division —the 2d Field Army command system— 
but has close connections with those commanders His- 
torwcally. he never served directly under Deng Xiaoping 
or Yang Shangkun, but © on an equal footing with 
General Wang Zhen All of these factors play an impor. 
tant role 


Hong Xuevhi was deputy secretary of the Central Mil: 
tary Commission for nine years. and has exerted a great 


deal of influence upon the current military situation and 
the interpersonal relationships within the military He 1s 
now 77 years old, but oil! m good health. and is sill 
younger than Deng Yang Shangkun. or Wang Zhen 
Judging from the situation today. Hong and Qin Jiwe:. 
Li Desheng. and a few others have become the power 
brokers who balance out the “Yang family of generals.” 
Deng Xiaoping obviously has a desire to allow Hong to 
unify factions within the military We can guess that as 


long as Deng remains healthy. the high-ranking generals 
who came out of the old Red 4th Front Army—Hong 


Xuezhi. Qin Jiwei. Li Desheng—will be used by Deng as 
the main force to counter the “Yang family of generals.” 
They will also be used by Deng to retain his position of 


MILITARY, PUBLIC SECURITY ” 


power in the party center, and in the highest ranks of the 
military However when finally does leave his 
tory 6 stage. their roles cannot be underestimated 


eS ae Authority, Appointed CPPCC Vice 


Analy7ing it in this manner, Hong Xuezhs being reheved 
of his position as member of the Central Military Com. 
mission. and then being elected vice chairman of the 
Chinese People’s Political Consultative Conference 
aeey was a “friendly diemissal from power Hong 

verhi's being gradually squeezed out of the highes 
echelons of military power obviously does not mesh with 
Deng \iaoping’s requirement for “stability among the 
high military cadres.” and its significance 1s more than 
ordinary More than likely Hong's influence and his 
stance among the military is already more than the 
“Yang family of generals” can accept 


What is interesting 1s this This post of vice chairman of 
the CPPCC that has taken was originally held by 
Yan Mingfu. one of Ziyang’s arch supporters. In 
thes CPPCC election there were more than 100 people's 
representatives who. possibly because they felt sorry fo 
Yan Mingfu. cast dissenting ballots against Hong That 
was a big mistake According to all currently ava lable 
material. Hong Xuazhi was in no way responsible for the 
4 June merdent. In fact, « 6 even possible that at the 
time he opposed the suppression and for this was forced 
out of the Central Military Commission However. even 


in thes situation. a clear-sighted person can recognize 


Hong's strength of character. As far as is CON. 
cerned, it might not be such o bad situation all 
{ onchusion 


Contemporary mainland politics has often shown that 
power awarded or bestowed 1s not necessarily effective at 
the critical time. but im a time of upheaval, power that 
has stood the test of time and circumstances can play a 
significant role im the critical moment. This is the 
fundamental difference between “real power and 
“nominal power.” In a word, whether this “apparent 
risc—actual fall” of Hong Xuerhi. one of the most 
capable of the Communist generals has actually greatly 
harmed his broad-based power. and whether his equa- 
nimity of spintt born of previous rises and falls still holds 
firm remains to be seen. Although Hong Xeuzhi is 77 
years old. he 1s still five to exght years younger than Deng 
Xiaoping. Yang Shankun. and Wang Zhen. and this just 
might be one of his “superiorities.” Perhaps it is aot yet 
tome for Hong Xuezhi to leave the political stage Under 
some certain circumstances. he may still have a role to 
play 
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Yunnan Adopts Rules on Assemblies, 
Demonstrations 


WC M02224 Kunming YUNNAN RIBAO in Chinese 
D8 Apr Mp? 


Article 1 These 


right to assemble. rally. and demonstrate in accordance 


: 
: 
z 


the law He shall not violate the basic principles set forth 
in the Constitutvon Nor» all he damage the interests of 
the state, society, or the collective or the legitimate 
freedoms and nights of other citizens. 


Articte § Assembles. rallics. and demonstrations shall be 
conducted peacefully without resorting to or inciting 
violence 


Article 6 The department in charge of assembles, rallies. 
and demonstrations shall be the public security bureau 
and urban public security branch bureau of the county 
(municipality) where the event takes place When a rally 


The denartment in charge of assemblies. rallies. and 
demonstrations held in the Wuhua. 
and Guandu districts in Kunming shall be the public 
security bureau of Kunming 


Article 7 Organizers of an assembly. rally. or demonstra- 
tion shall put someone in charge. This individual, or 
leader. shal! apply or reapply on behalf of the group. 
organize the event, and shall be responsible for main- 
taining order He shall also assume legal responsibility 
for the behavior of the group 
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solved. the department in charge may inform the agency 
or unit involved so that it can discuss the matter with the 


charge shall send a written decision to the leader of the 
organizers two days before the event takes place. either 
approving or disapproving ut. If permission is not 
Co ple ag Nephew mip ange 
ailure to reply by a specified date shall be tantamount 
to approval 


When the written decision approving or disapproving 
the assembly. rally. or demonst:ation is delivered, the 
person who takes delivery shall put his signature on the 
document If nobody is available to take delivery or 
when the person who takes delivery refuses to sign. the 
deliverer shall invite a witness to be present and caplain 
the situation. Along with ihe date of delivery, he shall 
also state on the letter of delivery that nobody can be 
found to take delivery or that the person who takes 
delivery refuses to sign Once signed by the witness and 
deliverer, the letter of delivery shall be regarded as 
having been delivered 
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Article 11 The depariment in charge shall send people + 
police to martian traffic order and social order at legally 
held assemblies. rales and demonstrations in order to 
smooth thei conduct 


Article 12 Nobody shall disrupt, attack. or sabotage 
legally held asembhes. rallies. of demonstrations using 
violence intimedation. of other illegal means 


Article 13 The department in charge may alter the time 
lax ation. and route of an assembly rally of demonstration 
«hen approving the event or after approving the event 
should any one of the following condiions apply The notice 
of alteration shall be delivered to the leader of the assembly 
rally ot demonstration the day before the event 


| When the assembly, rally, or demonstration is to be 
held during a rush hour in a city or at a key hub of 
communications 


2) When the location of the assembly. rally. or demonsira 
tron 1 fot appropriate for the number of participants 


\ When the assembly. rally. or demonstration comcides 
mm time, place. or route with a major event imvolving 
foreign nationals of organizations. a major traditional 
national celebration. a large-scale athletic competition, 
or other major activities 


4 When the assembly, rally. or demonstration 1 to take 
place at of pass through an area where a law-and-order 
disaster or natural disaster has occurred. where relicf 
work 1s going on, or where hazardous conditions cannot 
be removed or where normal order cannot be restored 
before the event takes place 


S When other conditions cart that will prevent the 
smooth conduct of the assembly. rally. or demonstration 
or serrously affect traffic flow or social order 


Article 14 An assembly. rally. of demonstration shall 
proceed in accordance with details approved by the 
department in charge Its leader shall designate a speci- 
fred number of personnel to maintain order and shall 
keep in touch with the people's police maintaining order 
at the site 


The leader of an assembly, rally. of demonstration and 
order-maintenance personnel shall wear distinct sym. 
bols Samples of such symbols shall be sent to the 
department in charge for recording purposes onc day 
before the assembly. rally. or demonstration 


Article 16 Participants in an assembly. rally. or demon. 
stration shall not violate law and order regulations 
engage in criminal activities. of incite criminal activities 


Articte 16 Participants in an assembly. rally. or demonstra. 
ton must submit to control by people's police. preserve 
public security and order, and comply with the following 


| They are strictly prohibited from carrying weapons. 
controlled tools. flammable materials and caplosives. 
and other materials that may endanger public security 
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2 They shall not announce. shout. or broadcast speeches 
am’ slogans inconsistent with the purposes of the 
assembly rally. of demonstration 


1 They shall not carry wear. or distribute flags. banners 
and posters inconsistent with the purpose of the 
assembly rally or demonstration 


4 They shall not draw. write. distribute. and paste 
posters and other publicity materials along the way 


S They shall not occupy or destroy lawns, parks, and 
other oublic facthties 


6 They shall not block vehicles. obstruct traffic. or 
smear and endanger means of transportation and trans. 
portation facilities 


7. They shall not incite others to join the ranks of the 
assembly rally or demonstration 


8 They shall not slander or insult other people 


Article 17 With the exception of those approved by the 
provincial people's government. no assembly. rally. or 
demonsiration shall be held within 10 to WOO meters of 
the following sites in the province 


| State guesthouses 

2 Key military installations 

+ Airports. railway stations. and ports 
4 Prisons and detention centers 


The actual off-limits distances around the above sites 
shall be proposed by the department in charge for the 
jurrsdiction where the assembly. rally. or demonstration 
1s to be held for approval by the provincial people's 
government 


Articte 18 No assembly. rally. or demonstration shall be 
held at Dongfeng Square in Kunming without the per- 
mission of the Kunming people s government 


Articte 19 To hold an assembly. rally. or demonstration 
in a first-front border county or municipality shal! 
require the approval of the public security organ directly 
above the public security organ of the county (munici- 


pality) 1m question 


Article 20 To maintain order in the course of an 
assembly rally. or demonstration. public security organs 
may set up temporary security lines in the vicinity of the 
following units Trespassing beyond the lines 1s prohib- 
tteu unless approved by the people's police 


1 CPC provincial. prefectural. autonomous prefectural. 
municipal. of county committees 


2 Provincial. prefectural, autonomous prefectural. 
municipal of county government departments and mili. 


tary organs 
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4 Radio stations velevision stations, national treasury. 
centers of posts and telecommunications 


4 Production departments that supply water, electricity. 
and gas. and other major warehouses 


5 Foreign organizations in Yunnan 


Warning sens shall include warning posts. railings. 
ropes. and parade guard lines, all bright yellow in color 


Article 21 To ensure the smooth advance of a legally held 
rally or demonstration, the people's police responsible 
for maintaining traffic order may alter relevant traffic 
regulations temporarily A rally shall not proceed along 
the approved route and the leader of the people's police 
on site 1s authorized to alter the route of the rally if one 
of the following has occurred during the rally 


| A serious traffic accident or serious traffic congestion 


2 A serious criminal case or a mayor law-and-order 
disaster 


+ A major natural disaster 


4 Other occurrences with potentially dangerous conse- 
quences 


Article 22 When any one condition listed in Article 27. 
Section |. of the “Law on Assemblies, Rallies, and 
Demonstrations” or in Articles 16, 17, 18, 19, or 20 of 
these regulations 1s being violated, the people's police 
shall immediately put an end to the violation. If the 
violators refuse to stop. the leader of the people's police 
on site 1s authorized to terminate the assembly, rally. or 
demonstration. When such an order is resisted, the 
leader of the people's police on site 1s authorized to take 
the necessary measures to disperse the crowd by force in 
accordance with the relevant state regulations. People 
who refuse to disperse shall be removed from the scene 
by force or taken into custody immediately. 


If deemed necessary by the public security organ. people 
removed from the scene of an assembly. rally. or dem- 
onstration may be summoned to court as the law pro- 
vides. Those who hould be held legally responsible shall 
be handled in accordance with applicable legal provi- 
sions. 


Individuals taken into custody shall be dealt with in 
ac ordance with “Arrest and Custody Regulations of the 
People’s Republic of China.” 


Article 23 When a citizen launches, organizes, or partic- 
ipates in an assembly, rally, or demonstration in a county 
(municipality) other than the one where he resides, the 
public security agency is authorized to take him into 
custody or repatriate him by force to where he came 
from. The forcible repatriation shall be carried out by the 
public security agency of the ,urisdiction where the 
assembly, rally. or demonstration is to be held. 
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Article 24 Violators of the “Law on Assemblies, Rallies. 
and Demonstrations” and these regulations shall be held 
legally responsible 


Article 25 The “Law on Assemblies, Rallies, and Dem- 
onsirations” and these regulations shall apply to for 
cigners who intend to hold an assembly. rally. 
demonstration within the jurisdiction of Yunnan 
ince 

A foreigner who wishes to apply to hold an assembly. 
rally, or demonstration shall submit an application to the 
department in charge. presenting his residency permit: 


Foreigners shall not take part in an assembly. rally. or 
demonstration held by Chinese citizens without the 
permission of public security organs. 


Article 26 The interpretation of these regulations for 

actual implementation purposes shall be the responsi. 

ed of the Public Security Department of Yunnan 
ince 


Article 27 These ceguilations shall go into effect on the 
day of prom ion. On the same day, the “Provisional 
Regulations of Kunming on Rathes and Demonstra- 
tions” approved by the 26th Session of the Standing 
Committee of the Sixth Yunnan People's Congress on 16 
February 1987 shall be null and void. 
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Xinjiang Public Health Safeguarded in Nuclear 
Tests 


9OCMO02304 Urumqi: XINJIANG RIBAO in Chinese 
24 Apr. 3 May 90 


{Article by Ai Min (5337 3046) “The Orders From 
Zhungnanha: Are That Vigilance Is To Be Maintained— 
Report on the Threat of PRC Nuclear Testing to the 
Environment and Public Health”] 


126 Apr 98 p 2} 


[Text] Ever since the cloud from the explosion of the 
PRC's first atomic bomb mushroomed over an ancient 
expanse of wasteland in the western part of China on 16 
October 1964, the PRC has had nuclear weap: as with 
which to uphold its state sovereignty and safeguard 
world peace. 


As the first foreign country to detect the atmospheric 
radioactive fallout from this explosion, Japan reached 
the conclusion from the tiny amount of fallout moni- 
4 that this was a nuclear test of very small explosive 
orce. 


Although the Japanese scientists’ estimate was probably 
accurate, a point that they underestimated was the 
enormous efforts made by the CPC and the government 
of the PRC to keep the possible contamination from this 
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nuclear test to a fenimuem. m order to protect the 
environment and public health on the vicinity of the test 
site 


All those with even a little knowledge of nuclear protection 
know that there are only four destructive. fatal, or harmful 
effects from atmospheric nuclear explosions, 1.¢.. ray rads 
ation. shock waves. carly-stage nuclear radiation, and 
radioactive fallout’ Generally speaking. the first: three 
affect only the area within a radius of a few to some dozens 
of kilometers at the instant of the explosion, while the last 
one ts local fallout of larger particles for only a few hours 
witoin a range of some dozens of kilometers upwind and a 
little over 100 kilometers downwind Obviously. there 1s 
basic safety beyond some dozens of kilometers upwind and 
a little over 100 kilometers downwind from the center of a 
nuclear explosion 


Al the beginning of the PRC's atomic bomb develop- 
ment. party and national leaders clearly stipulated that 
atmospheric nuclear tests would be conducted only in 
places that “were uninhabited. away from sources of 
water, without veectation. and with few mineral 
resources, wide-open spaces. and far from residential 
areas — The nuclear test sites that were later chosen were 
vast open deserts. remote and uninhabited, away from 
sources of water. and wide-open spaces without vegeta- 
tion. with circumferences of more than 200,000 square 
kilometers. The centers of explosions at nuclear test sites 
were over 150 kilometers upwind and 400 kilometers 
downwind from the nearest inhabited areas. One nuclear 
power has a number of residential areas within 100 
kilometers of a nuclear test site. and a famous city of 
over 60.000 people only 105 kilometers away. while 
another has a test site only 50 kilometers west of its 
third-largest river and 80 kilometers cast of a city with 
tens of thousands of people. In comparison, the PRC's 
nuclear test sites are over three times farther away from 
the nearest inhabited areas than those of the same class 
in these two nuclear powers, and are the farthest from 
inhabited areas of any nuclear test sites in the world. 


In order to protect the natural environment and public 
health, the CPC and the government of the PRC formu- 
lated a “necessary and limited” nuclear testing policy of 
few tests with low explosive force. premised on ensuring 
the fulfillment of our nuclear testing objectives. Up to 
1980, while the number of atmospheric nuclear tests 
conducted by the two major nuclear powers had 
accounted for 45.6 percent and 33.6 percent, respec- 
tively, of all such tests throughout the world, the PRC's 
had accounted for only 5.2 percent and, while the 
atmospheric nuclear explosive force of the two major 
nuclear powers had accounted for 25.4 percent and 65.5 
percent, respectively. of all such explosions throughout 
the world, the PRC's had accounted for only 3.8 percent. 


The CPC Central Committee and the State Council have 
paid close attention to the issue of environmental pro- 
tection in the vicinity of nuclear test sites and in affected 
areas. and former Premier Zhou Enlai issued special 
orders that protection against radioactive pollution from 
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nuclear testing must be “absolutely sure and rehable © 
As aimospheric nuclear testing 1s apt to cause pollution 
due to meterological fluctuations. test controllers have 
followed Premier Zhou's orders by conduct g them only 
under the most favorable meterological conditions of 
clear skies and gentle breezes in the vicinity of test sites 
and in affected areas, in order to absolutely prevent any 
radioactive pollution caused by spreading or settling of 
“fallout ash.” due to sudden changes in wind speed or 
direction or by being carried in clouds. rain. snow. or 
hail The concerned departments have noi only taken 
many prevention steps, but have also made good emer- 
y plans. Mow Jiah (0186 0116 4409), a research 
llow from the Military Medicine Research Institute in 
the Xinjiang Military District who helped monitor the 
PRC's first atomic bomb ecaplosion. remembers the 
many motor vehicles and first-aid personne! that were 
assembled at their monitoring site. which was situated in 
a residential district 400 kilometers downwind from the 
center of the explosion They were deployed according to 
the instructions of the CPC Central Committee and the 
State Council in order to be ready at all times to move 
the residents to safe areas if local radioactive fallout 
spread downwind Hou Jiah said that they reported 
directly to Bening that they had detected no local fallout, 
in order to set the minds of the leading central author. 
ties at rest. He said that the party. government. and 
concerned departments always keep the safety and 
health of all nationalities “in mind” during cach nuclear 
test. 


[3 May 90 p 2] 


[Text] A key factor in the solemn proclamation of the 
government of the PRC to halt atmospheric nuclear 
testing in March 1986 was that atmospheric testing 
polluted the environment and public health more than 
underground or underwater testing In fact. nuclear 
testing in the PRC was shifted from atmospheric to 
underground testing in the carly 1980's. 


Most of the pollution to the environment in the vicinity 
of test sites and to public health throughout the world 
from atmospheric nuclear testing comes from smaller 
particles of radiation fallout produced during explosions. 
As opposed to larger particles that settle near the center 
of explosions, these smaller particles circle the earth at 
the same altitude with upper air currents for long periods 
of time and they settle slowly. Most of the monitoring 
reports of atmospheric nuclear tests conducted by var- 
ious Countries are measurements of these “wind-carried 
particles.’ Naturally, atmospheric nucle .7 testing by any 
country in the world causes global raciation-fallout pol- 
lution for the whole world. and for those regions at the 
same altitude in particular. Thus, questions about 
whether the pollution from atmospheric nuclear testing 
is higher in the vicinity of PRC nuclear test sites and for 
residents in the Xinjiang region than in other regions 
must be answered by radiation-monitoring departments. 


Thanks to the concern of the CPC Central Commitee 
and the State Council, four radiation-monitoring centers 
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were set up in Xinjiang, and about 10 monitoring sites 
were also set up in residential districts near nuclear test 
sites in the carly stages of PRC nuclear testing The 
specialists in radiation science who converged on Xin- 
jiang from all over China have been vigilantly mon 
toring every slight fluctuation in radiation levels in all 
areas, for over 20 years without interruption 


At the Xinjiang Medical Radiation-Protection Superv:- 
sion Clinic, which can be called the main force of these 
“guardian spirits” (radiation-monitoring sites) that can 
be found everywhere both north and south of the Tian- 
shan Mountains, » alists bustle about everywhere in 
the vicinity of the uch ar test sites and at every mon: 
toring center and ste on both sides of the Tianshan 
Mountains. Having monitored the radiation content of 
atmospheric fallout, the air, the soil, the water. food. and 
human skeletons in these regions for over 20 years. they 
hold that the level of global radiation-fallout pollution in 
all areas of Xinjiang. including that im the vicinity of 
nuclear test sites, 1s far lower than normal internationally 
set domestic standards. and is even slightly lower in 
some aspects than those in other provinces and regions 
in China. The global radiation-fallout content from PR( 

nuclear testing 1s even less in the vicinity of test sites and 
in all areas of Xinjiang. A doctor who is a deputy di: ector 
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of the Supervision Clinic came up with the easily under- 
standable analogy that “the radiation content from 
nuclear testing in Xinjiang is thousands of times lew 
than that from a common chest X-ray” 


Why 1s the global radiation-faliout pollution so small in 
Xinprang’ Hou Jial. the research fellow from the Mib- 
tary Medicine Research Institute in the Xinjiang Mil. 
tary District (who is also deputy director of the PLA 
[People’s Liberation Army] Defense Special Atomic 
Medi ine Group), explained it as follows Most of the 
man-mede nuchdes from nuclear cxaplosions are short. 
lived. radiation fallout being no exception Since it 
constantly diffuses. thins. and decays. and its radioac- 
tivity gradually decreases. as i circles the globe and 
settles. the slight amount of pollution that it causes does 
not pose a threat to the environment and public health 
Of course. this 1s only relatively speaking because, if all 
countnes carned out unlimited atmosphenc nuclear 
testing. the pollution would become increasingly heavier 


As all of Xinpiang’s vast areas are situated upwind from 
nuclear test sites. the amount of radiation fallout that 
setiles on both sides of the Tianshan Mountains after 
circling the globe for a week. 1s naturally infinitesimal 
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Editorial on Plastics Group's Investment in PRC 


WOCEOI9BA Taiper CHING CHI JH PAO in Chinese 
11 Apr 90 p2 


{Editorial “Views on Taiwan Plastics Group's Invest- 
ment in Mainland China” | 


[Text] Wang Yung-ching (3769 3057 1987], chairman of 
the board of directors of the Taiwan Plastics Group. on 9 
April published another special article “On How the 
Petrochemical Industry Leaves Its Roots in Taiwan.” 
urging the government to legalize as soon as possible the 
practice of businessmen going to Mainland China to 
invest. He suggested that the petrochemical industry cen- 
tralize its upstream and downstream production in the 
special econom'c zones of Mainland China and remit its 
business profits back to Taiwan so as to really keep its 
roots in Taiwan. After this article was published. all fields 
vigorously. Some were for it and some against, 
each having their own reasons, but government officials 
were all against 11. Aside from opposing. no one mentioned 
anything about how to improve the current investment 
environment to give enterprises a chance to survive and 
develop. As for businessmen and scholars, most of them 
were sympathetic and approved of the Taiwan Plastics 
Group's investment in Mainland China. but they did not 
make any suggestions either as to how to keep the roots of 
enterprises in Taiwan while going to invest in Mainland 
China so that Taiwan's industry will not be emptied. 
Today we will present our views in these two areas. 


First, we will talk about the opposing opinions. Wang 
Chien-hsuan [3769 1696 3551], spokesman of the Ministry 
of Economic Affairs and deputy director of the adminis- 
trative department, pointed out that Wang Yung-ching 
blamed the government for failing to protect enterprises’ 
legal plant construction after the Sixth Light Industrial 
Plant construction plan was obstructed. He admitted that 
the government indeed had failed to make essential 
improvement in investment environment. But he thinks 
that the reason that the Taiwan Plastics Group could 
become what it is today is because Taiwan has raised it like 
its parents. So it should not abandon its parents just 
because they have some faults. Wang Yung-ching should 
be able to understand that the influence of the Taiwan 
Plastics Group's move on domestic petrochemical 
industry will nasc * great impact on the domestic 
economy. Wang Yung-ching should reconsider. He hoped 
that Wang Yung-ching can sow the responsibility of a 
large enterprise to its country ave a sacrificing spirit, and 
give priority to national inierests. Chang Lung-sheng [1728 
7127 4141), vice chairman of the Economic Construction 
Commission, also urged large entrepreneurs at home to 
establish a sense of responsibility to society insicad of just 
running away. He wished that entrepreneurs could stay 
and fight along with our compatriots. These two deputy 
senior officers’ views are very correct in theory. Enter- 
prises received many favors from the government in the 
past. After they are fully grown, they should return some 
favors to society. But in reality, the precondition for 
enterprises’ feedback to society is an environment which 
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allows enterprises to continue to survive and develop 
Take the Taiwan Plastics Group's investment in the Sixth 
Light Industrial Plant, for example Afier 1 was approved 
by the government more than three years ago, the Taiwan 
Plastics Group has purchased technolog, and equipment 
from abroad, costing a great sum of money. But the site of 
the plant cannot be obtained because local people oppose 
it for the sake of opposing. This has delayed the construc- 
tion of the plant. Investment opportunity has a time limit. 
It cannot be put off again and again. What kind of 
responsibility did government authorities actually assume 
while the Taiwan Plastics Group was obstructed in 
obtaining the site of the Sixth Light Industrial Plant” Let's 
forget about the Sixth Light Industrial Plant. Let's talk 
about the Fifth Light Industrial Plant, which 1s a state-run 
enterprise of the China Petroleum Company. After every- 
thing was ready, 11 started to build a plant within its own 
, lant, so there was no problem about the land. But the 
ground-breaking project of the plant construction could 
not be carried out due to repeated oppositions of local 
residents. Negotiations were carned out one after another. 
and they dragged on for years. It 1s all right for state-run 
businesses to lose money because the treasury can suppor 
it, but once private enterprises miss the busincss opportu- 
nity, they cannot survive. Under such an investment 
environment, even if enterprises want to assume social 
responsibility and return favors to society, they do not 
have the opportunity to do so. Because of this, we suggest 
that instead of blaming the businessmen. the government 
should take actions immediately to improve investment 
environment. Who would want to run away if our invest- 
ment environmen: is more favorable than that in other 
areas” President Li Teng-hui announced on last Monday 
that in the coming cighth term of presidency, he will use 
the first three years to break through the bottleneck of 
political and economic problems facing us now, and the 
second three years to open up a new situation and fulfill 
historical tasks. We wish that the whole nation from the 
leadership to the masses will work together with one heart 
and unite as one to support the government in overcoming 
current political and economic problems in the first three 
years. To restore social stability, rebuilding a good invest- 
ment environment should be a task of top priority. 


Second, we will talk about the question of how to keep 
the roots of the petrochemical industry at home. Wang 
Yung-ching pointed out that if petrochemical industry 
owners go to invest in Mainland China and remit their 
business profits back home, they will be leaving their 
roots in Taiwan. Hsu Kuo-an [1776 0948 1344], vice 
minister of Economic Affairs, said that it is very hard to 
agree with the lovic that the roots are left in Taiwan while 
their light —sitting plants and oil refineries have all 
gone to th. mainland. We also agree with Vice Minister 
Hus’s opinion. But we should look at the issue after 
breaking it down: 


1. The Taiwan Plastics Group's investment in Mainland 
China really has not much to do with whether or not its 
roots are left in Taiwan. If Taiwan's investment environ- 
ment is good, even if the Taiwan Plastics Group does not 
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invest at home, other people will invest. The key is 
whether or not Taiwan can quickly improve domestic 
investment environment. 


2. In the past two years, many downstream industries of 
domestic petrochemical industry have gone to invest in 
Mainland China. The investment of the Taiwan Plastics 
Group in the upstream petrochemical industry is to 
provide for the needs of downstream petrochemical 
industries. The mainland has a market. If its investment 
environment is not bad. people will go to inves: even if 
the Taiwan Plastics Group were noi going. As we under- 
stand that in the past few years Mainland China's 
petrochemical industry has developed rapidly. As of the 
end of 1989, the energy outpui of ethylene, which is the 
basic raw material of the mainiand’s petrochemical 
industry, reached 2 million metric tons, more than |-fold 
higher than our energy output. Besides. many new plants 
are still under construction. On the contrary, Taiwan's 
ethylene production has stagnated in the past five years. 
It even declined last year. When the construction of the 
fifth and sixth light industrial plants will start is still 
undecided. How can we stop the Taiwan Plastics Group 
from going to invest in Mainland China? 


The Taiwan Plastics Group's investment in Mainland 
China has no direct bearing on whehter or not the roots 
of the petrochemical industry are left in Taiwan. How- 
ever, we still hope that the Taiwan Plastics Group can 
live up to the following two points which will help the 
future development and expansion of Taiwan's petro- 
chemical industry. This ts also a feedback of the Taiwan 
Plastics Group to Taiwan's society. 


First, the Taiwan Plastics Group invests in the construc- 
tion of light oil splitting plant and oil refine: y in Mainland 
China in order to meet the needs of downstream pro- 
cessing industries which have already gone to invest in 
Mainland China. One of its purposes is to protect the 
processing technologies which have been cultivated over 
the years at home so that they will not be exposed to the 
outside, another purpose is to unite Taiwan's upstream 
and downstream petrochemical industries investing in 
Mainland China to maintain greater competition. We 
hope that after he obtains the decision-making power in 
the sales and transportation of his products, Wang Yung- 
ching can go one step further and put the petrochemical 
industries on both sides of the-straits under one system to 
complement and make up for each other's deficiencies. 
Especially when Taiwan's call for environmer.tal protec- 
tion is SO strong that it cannot be overcome, the basic : nd 
intermediate raw materials of the mainland may be 
shipped back to Taiwan to complement each other. 


Second, after Taiwan's wage and currency increased 
sharply, the downstream processing industries of the pet- 
rochemical industry whose products are mostly low in 
added-value cannot continue to survive. We hope that 
with its experience, manpower, and financial resources, 
the Taiwan Plastics Group should help domestic down- 
stream petrochemical industries develop high value-added 
products for engineering and industrial uses, and 
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encourage domestic petrochemical indusiry to upgrade. 
surpass the petrochemical industry of the mainland and 
avoid face-to-face competition with the cheap-labor pro- 
cessing products. 


Unification Issue Not Comparable to Germany, 
Korea 


9)CMO176A Taipei TZULI WANPAO in Chinese 
20 Apr 90 p § 


[Article by Li You-feng: “The Taiwan-Mainland Situa- 
tion Is Not the Same as East-West Germany or North- 
South Korea’) 


[Text] The question of German unification has been 
accelerating, and there is now more and more contin- 
uous Clamor concerning the Korean peninsula. 


These two unification issues have stimulated those ele- 
ments in Taiwan who have “unification” as the goal, 
who now feel that the question of unification between 
the two shores of the Taiwan Strait should also see early 
fruition. 


Yet, although the Taiwan-mainiand relationship may 
resemble superficially the other divisions, in actuality. it 
is greatly different and cannot be regarded in the same 
light. The reasons are as follows: 


1. Different Factors Created The Partitions 


The splits between East and West Germany and North 
and South Korea were the result of World War II and the 
superpower struggle between the United States and the 
USSR. They came about from international circum- 
stances beyond the lands in question. But the situation 
concerning Taiwan and the mainland came about from 
the long-term struggle between the Nationalist and Com- 
munist Parties. Its factors are internal to China (even 
today’s external influences are seconda.y and not pri- 
mary). To put it bluntly, had the Nationalist government 
not lost the confidence of the people on the mainland 
before 1949 and, after all-out conflict with the Commu- 
nists, been chased to Taiwan, there would not have been 
such a “split” today. In other words, after the People’s 
Republic of China was established in 1949 on what had 
been the turf of the Republic of China, the Republic of 
China was forced to evacuate to Taiwan, with its 
authority limited to Taiwan, the Pescadores, Quemoy. 
and Matsu, and nowhere on the mainland. This ts an 
entirely diff-rent situation from that of the Germanys 
and the Koreas. Nobody “chased anybody away” there: 
they were split into separate countries by the actions of 
the superpowers. Now the international situation has 
changed and it is understandable that unification would 
be an issue. But the Nationalist government v 1s nearly 
obliterated on the mainland at the time and only through 
the acceptance and support of the people of Taiwan was 
it able to maintain its political authority. Under such a 
“fleeing” status, there is no resemblance to East Ger- 
many reforming its government under popular demand 
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to complement that of West Germany. Should the Chi- 
nese Communist position remain inflexible, “unifica- 
tion” becomes synonymous with “surrender.” For this 
reason, one cannot equate it with the hopes for unifica- 
tion by the Germans. The people of Taiwan have no 
historical obligation to bear the responsibility for the 
Nationalist defeat by the Communists on the mainland. 


2. The Duration of the Partition Is Different 


Although it was 1949 when the Nationalists withdrew to 
Taiwan, one should actually go back farther in time 
when considering the pactition and the duration of the 
partition than those 40 years. More accurately, one 
should start with the split that occurred in 1895. After 
that year, Japan ruled Taiwan for 50 years until 1945, 
wv. nthe “glorious recovery” of Taiwan occurred. While 
this “glorious recovery” brought about a fleeting “unifi- 
cation,” there was a bloodbath that was more painful 
than any partition could have wrought—the February 
28th Uprising. Thus, if one is to understand from 
history, the partition between Taiwan and the mainland 
has been for more than a century. If one wants to be even 
more specific and go back to the Ching dynasty, then it 
would be even longer. 


The Germanys and the Koreas were cre: ted after World 
War II, only some 40 years, or less than half the time of 
Taiwan's split. Not only has Taiwan's been longer, but 
the differences in lengths of time impact differently upon 
the different societies. 


3. The Two Separated Societies Have Different 
Characteristics 


Not only has Taiwan been separated longer, but there are 
greater differences between the two Chinese societies 
than between East and West Germany and between 
North and South Korea. In other words, the two shores 
have a much longer history of partition, and hence their 
social differences are greater as well. 


The development of Taiwan in modern history ties in 
with the development of global sea power. Taiwan had 
left the Chinese economic sphere as early as the Dutch 
era and developed a unique maritime trade economy 
which then experienced the influences of Cheng in the 
Ming dynasty, and the Ching, the Japanese, and now 
contemporary elements. Looking at the footprints of 
modern history shows that Taiwan had already had a 
strong foothold long before the Self-Strengthening Move- 
ment of the Ching Tung Chih-Kuang Hsu period. After 
1895, while ruled by Japan, an alien nation, Taiwan 
managed to absorb some of the modern civilization of 
Japan's post-Meiji Reformation period. In contrast, the 
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mainiand had sunk in a quagmire of turbulence It 1s 
estimated that from 1912 to 1927 China went through 
more than |, 300 big and small conflicts. Such a situation 
made it impossible for China to modernize. While 
Taiwan at the time had the misfortune of being under 
foreign rule, fortunatel, it was during the ime of Japan's 
“Righteous Democracy” period and was spared major 
disturbance. Its living standard and cultural quality were 
rising. The social differences between the two shores 
gradually increased more and more Although Taiwan 
was reunited afier World War Il, the February 28th 
Uprising was a result of the friction between dissimilar 
societies. In the 40 years or so since, the internal frictions 
among the various ethnic groups within Taiwan have 
decreased with the gradual development of the economy 
and social amalgamation, but the differences in the two 
societies of Taiwan and the mainland have become even 
more apparent with continued separation. 


The differences between the two Germanys and the two 
Koreas have not shown the historical dissimilarities 
between our two shores. For these reasons, their social 
differences are also lesser The unification of maritime 
Taiwan with the Chinese mainland will be much more 
complicated and difficult. and one must also give con- 
sideration to some secondary effects a, well. 


It 1s therefore dangerous and contrived to equate the 
unification of Taiwan with the mainland to that of the 
Germanys and of the Koreas. 


Investment Increased in Fujian Province 


OW 060608 3890 Beyine AINHUA in English 
0549 GMT 6 Jun 90 


[Text] Fuzhou, May 6 (XINHUA}—Investment from 
Taiwan now makes up the bulk of overseas investment in 
southern China's Fujian Province. 


By the end of May, Fujian had 500 Taiwan-funded 
projects with a total investment of more than one billion 
U.S. dollars. 


Thirty to 40 Taiwanese business groups arrive in the 
province each day. 


Taiwanese investors have increased the size of their 
investment and have begun to favor solely invested 
projects with long-term contracts. Much of the new 
investment is in raw materials production and agricul- 
tural development projects. 


Many of the projects exceed 10 million U.S. dollars and 
some exceed 100 million U.S. dollars. 
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